






















































































































)UDQFKLVLQJ LV SRSXODU LQ EXVLQHVV DV ZHOO DV LQ DFDGHPLF UHVHDUFK  6RPH EDVLF
TXHVWLRQV UHJDUGLQJ IUDQFKLVLQJ UHPDLQ RSHQ 7KLV WKHVLV LQYHVWLJDWHV WZR TXHVWLRQV WKH
GHWHUPLQDQWVRIFDSLWDOVWUXFWXUHLQIUDQFKLVLQJDQGLWVVXEVHTXHQWLPSDFWRQWKHIUDQFKLVH
ILQDQFLQJGHFLVLRQVDQGWKHHIILFLHQWJRYHUQDQFHVWUXFWXUHFKRLFHLQIUDQFKLVLQJ
7KH VWUDWHJLF XVH RI IUDQFKLVHH FDSLWDO VWUXFWXUH PD\ DIIHFW WKH IUDQFKLVRU¶V
ILQDQFLQJ GHFLVLRQ ZKLFK ZLOO XOWLPDWHO\ DIIHFW WKH ILUP YDOXH DQG WKH IUDQFKLVLQJ
SURSHQVLW\:HSRVLWWKDWILUPVIUDQFKLVHLQRUGHUWREHQHILWIURPWKHUHGXFHGIUDQFKLVHHV¶
RSHUDWLRQDOULVNVE\OLPLWLQJWKHGHEWOHYHOVXFKWKDWWKHIUDQFKLVRUFDQEHDUPRUHGHEWDQG
JDLQ WD[GHGXFWLRQ EHQHILWV 6SHFLILF K\SRWKHVHV DUH EDVHG RQ YDULRXV WKHRULHV OLNH





RXU VWXG\ WR D'XWFK GDWDVHW WR EDFNXS RXU SURSRVLWLRQ %DVHG RQ  IUDQFKLVH FKDLQV




)RU WKH SXUSRVH RI H[SODLQLQJ JRYHUQDQFH VWUXFWXUH YDULHW\ LQ IUDQFKLVLQJ ZH
H[SORUHWKHLPSDFWRIJRYHUQDQFHVWUXFWXUHRQWKHLQFHQWLYHVWRLQYHVWLQVSHFLILFDVVHWVIRU




WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH FKRLFH LQ IUDQFKLVLQJ :H ILQG WKDW ZKHWKHU GXDO
GLVWULEXWLRQ EHQHILWV DUH UHDOL]HG LQ D IUDQFKLVH RU D FRRSHUDWLYH IUDQFKLVH GHSHQGV RQ
ZKHWKHU PRVW YDOXH LV DGGHG XSVWUHDP RU GRZQVWUHDP $ GLVDGYDQWDJH RI D GXDO
GLVWULEXWLRQV\VWHPLVWKHGHWHULRUDWLRQRIWKHLQYHVWPHQWLQFHQWLYHVRIWKHSDUW\KDYLQJQR
DXWKRULW\ LH HLWKHU WKH FRPSDQ\RZQHG RXWOHWPDQDJHU LQ D WUDGLWLRQDO IUDQFKLVH RU WKH








)LUVW DQG IRUHPRVW ,ZRXOG OLNH WR WKDQN*HRUJH+HQGULNVH DQG$EHGH -RQJ IRU
WKHLUSDWLHQFHDQGJXLGDQFHDVSURPRWHUV*HRUJH+HQGULNVHSURYLGHGFRPSUHKHQVLYHDQG
LQVLJKWIXOJXLGDQFHDVVLVWDQFHDQGVXSSRUWGXULQJWKHHQWLUHSURFHVVRIP\GRFWRUDOVWXG\




, DP DOVR LQGHEWHG WR P\ GLVVHUWDWLRQ FRPPLWWHH PHPEHUV %DUEDUD .UXJ 3HWHU
5RRVHQERRPDQG-RVHI:LQGVSHUJHU7KDQNVIRUWKHLUSHUFHSWLYHDQGKHOSIXOIHHGEDFNVRQ
WKLV ZRUN 0\ WKDQNV DOVR JR WR 3DWULFN 9HUZLMPHUHQ ZKR FROODERUDWHG ZLWK PH RQ
&KDSWHU+LVYDOXDEOHH[SHUWLVHDQGFRPPHQWVKHOSHGWRLPSURYHP\GLVVHUWDWLRQJUHDWO\
, DOVR ZRXOG OLNH WR WKDQN WKH 'HSDUWPHQW RI 2UJDQL]DWLRQ DQG 3HUVRQQHO
0DQDJHPHQW DW 5RWWHUGDP 6FKRRO RI 0DQDJHPHQW WKH (UDVPXV 5HVHDUFK ,QVWLWXWH RI




)LQDOO\ DQGPRVW LPSRUWDQWO\P\ GHHSHVW JUDWLWXGH JRHV WRP\ SDUHQWV:LWKRXW
WKHLU JXLGDQFH HIIRUWV HQFRXUDJHPHQW DQG FDUH ,ZRXOG QRW KDYH WRGD\¶V DFKLHYHPHQW
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LQ WKH IROORZLQJ WHUPV µ« RQH ILUP WKH IUDQFKLVRU VHOOV WKH ULJKW WR PDUNHW JRRGV RU
VHUYLFHV XQGHU LWV EUDQG QDPH DQG XVLQJ LWV EXVLQHVV SUDFWLFHV WR D VHFRQG ILUP WKH
IUDQFKLVHH¶
,QJHQHUDOIUDQFKLVLQJFDQEHFODVVLILHGLQWRWZRPDMRUIRUPVSURGXFWWUDGHQDPH
IUDQFKLVLQJ DQG EXVLQHVV IRUPDW IUDQFKLVLQJ 3URGXFWWUDGH QDPH IUDQFKLVLQJ LV D FORVH
FRRSHUDWLRQ EHWZHHQ D VXSSOLHU IUDQFKLVRU DQG D GHDOHU IUDQFKLVHH WKURXJKZKLFK WKH
GHDOHU GLVWULEXWHV WKH SURGXFWV RI WKH VXSSOLHU XQGHU RQH EUDQG QDPH 7KH IUDQFKLVHH LV
OLFHQVHGWRUHVHOOWKHIUDQFKLVRU¶VEUDQGHGSURGXFWVDQGLVQRWREOLJHGWRRSHUDWHWKHORFDO
EXVLQHVV IROORZLQJ D VSHFLILF VHW RI UXOHV RU IRUPDWV 7\SLFDO H[DPSOHV RI VXFK NLQG RI
IUDQFKLVLQJ DUH VRIW GULQN ERWWOHUV OLNH &RFD&ROD DQG SHWURO VWDWLRQV %XVLQHVV IRUPDW
IUDQFKLVLQJ LV WKH PRVW SRSXODU IRUP RI IUDQFKLVLQJ QRZDGD\V DQG LV PRUH H[WHQVLYHO\
VWXGLHGE\UHVHDUFKHUV866PDOO%XVLQHVV$GPLQLVWUDWLRQ033GHILQHVEXVLQHVV
IRUPDWIUDQFKLVLQJDVDQ³RQJRLQJUHODWLRQVKLSEHWZHHQWKHWZRSDUWLHVZKHUHDIXOOUDQJH




DUUDQJHPHQW EHWZHHQ WZR OHJDOO\ LQGHSHQGHQW ILUPV«´ WKHUHIRUH ³LQ FDVH RI EDQNUXSWF\ WKH
IUDQFKLVRU LV OLDEOH IRU WKH FRPSDQ\ XQLWV ZKLOH FODLPV DJDLQVW WKH IUDQFKLVH XQLW VWD\ ZLWK WKH
IUDQFKLVHH´(KUPDQQDQG6SUDQJHU3
$FFRUGLQJ WR WKHQHZ86 DFFRXQW VWDQGDUG),15 LVVXHGE\)LQDQFLDO$FFRXQWLQJ6WDQGDUGV
%RDUG )$6% ³DQ LQYHVWPHQW WKDW JLYHV WKH IUDQFKLVRU RU D UHODWHG SDUW\ RYHU  SHUFHQW RI WKH
IUDQFKLVHH¶V WRWDOFDSLWDOL]DWLRQZLOOEULQJ WKH IUDQFKLVHXQGHU WKHFRQVROLGDWLRQ UXOHV´7KLVPHDQV
&KDSWHU
ILQDQFLQJDUHSURYLGHGDQGWKHIUDQFKLVHHVHOOVJRRGVRUVHUYLFHVVXSSOLHGE\DIUDQFKLVRU
RU WKDW PHHW WKH IUDQFKLVRU¶V TXDOLW\ VWDQGDUGV´ %XVLQHVV IRUPDW IUDQFKLVLQJ LV PRVW
FRPPRQLQLQGXVWULHVVXFKDVUHWDLOLQJVWRUHVEXVLQHVVVHUYLFHVDQGUHVWDXUDQWV
)UDQFKLVLQJ LV QRZDGD\V D YHU\ SRSXODU IRUP RI EXVLQHVV LQ WKH 8QLWHG 6WDWHV
$FFRUGLQJ WR WKH ,QWHUQDWLRQDO )UDQFKLVLQJ $VVRFLDWLRQ ,)$ DERXW 
HVWDEOLVKPHQWVFRXQWLQJERWKFRPSDQ\RZQHGDQGIUDQFKLVHGXQLWVZHUHEHLQJRSHUDWHG
LQIUDQFKLVLQJEXVLQHVVHVLQ$QGWKHVHHVWDEOLVKPHQWVDPRXQWHGWRSHUFHQWRIDOO
EXVLQHVVHVWDEOLVKPHQWV LQ WKH8QLWHG6WDWHV7KHRYHUDOO HFRQRPLFRXWSXWRI IUDQFKLVLQJ
HVWDEOLVKPHQWVZDV  WULOOLRQ LQ ZKLFK DFFRXQWHG IRU  SHUFHQW RI WKH WRWDO
86HFRQRPLFRXWSXW7KHVHIUDQFKLVHGEXVLQHVVHVHPSOR\HGPRUHWKDQPLOOLRQSHRSOH
RYHU  SHUFHQW RI DOO 86 SULYDWH VHFWRU HPSOR\PHQW 7KHVH HPSOR\PHQW ILJXUHV





SDVW GHFDGHV LQ WKH 1HWKHUODQGV DQG LW UHSUHVHQWV D PDMRU VHFWLRQ RI WKH GLVWULEXWLRQ
VWUXFWXUHLQWKH'XWFKHFRQRP\7KHQXPEHURIIUDQFKLVRUVKDVJURZQIURPDERXWLQ
 WR DSSUR[LPDWHO\  LQ  7KH QXPEHU RI IUDQFKLVHHV KDV DOVR JURZQ
FRQVLGHUDEO\ LQ WKH ODVW WZHQW\ \HDUV LQ  LW ZDV DERXW  DQG WKLV QXPEHU KDG
JURZQWRLQ0RUHRYHUIUDQFKLVLQJKDVODUJHO\KHOSHGWKH'XWFKHFRQRP\E\
FUHDWLQJ WKRXVDQGVRIQHZMREVDQGELOOLRQVRI(XURV LQ UHYHQXH ,Q WKHQXPEHURI
SHRSOHZRUNLQJLQWKHIUDQFKLVLQJLQGXVWU\ZDVDQGWKHUHYHQXHJHQHUDWHGE\DOO
WKH IUDQFKLVHV LQ WKH 1HWKHUODQGV KDG LQFUHDVHG IURP DERXW  ELOOLRQ (XURV LQ  WR
DSSUR[LPDWHO\ELOOLRQ(XURVLQ
)ROORZLQJLWVSRSXODULW\LQLQGXVWU\IUDQFKLVLQJKDVDWWUDFWHGDVLJQLILFDQWDPRXQW
RI DFDGHPLF DWWHQWLRQ $ JUHDW DPRXQW RI UHVHDUFK KDV EHHQ FRQGXFWHG ZLWKLQ PXOWLSOH
   









$ NH\ TXHVWLRQ IRU PDQ\ ILUPV LV ZKHWKHU RU QRW WR IUDQFKLVH ,I WKH DQVZHU LV
SRVLWLYH WKHQ WKH QH[W TXHVWLRQ LV ZKLFK IUDQFKLVLQJ IRUP WR WDNH DQG ZKLFK IRUP LV
HIILFLHQW" )XOO\ IUDQFKLVHG FRPSDQ\ RZQHUVKLS RU D GXDO GLVWULEXWLRQ FRH[LVWHQFH RI
FRPSDQ\RZQHG DQG IUDQFKLVHG" :KLOH FRQVLGHUDEOH UHVHDUFK KDV EHHQ FRQGXFWHG WR
DQVZHUWKHDERYHTXHVWLRQVWKLVVWXG\ZLOOUHYLVLWWKHP
$VIRUWKHSURSHQVLW\WRIUDQFKLVHPRVWVWXGLHVKDYHEHHQJURXQGHGRQWKHUHVRXUFH
VFDUFLW\ DUJXPHQW DQG RQ DJHQF\ WKHRU\ 7KH UHVRXUFH VFDUFLW\ DUJXPHQW VXJJHVWV WKDW
ILUPV XVH IUDQFKLVLQJ WR UHOLHYH ILQDQFLDO DQGPDQDJHULDO FRQVWUDLQWV LQRUGHU WR HQKDQFH
JURZWK$JHQF\ WKHRU\DUJXHVWKDWIUDQFKLVLQJLVXVHGWRLPSURYHWKHDOLJQPHQWEHWZHHQ




DFFXPXODWH PDQDJHULDO H[SHUWLVH DQG ORFDO PDUNHW NQRZOHGJH .DW] DQG 2ZHQ 
1HYHUWKHOHVVUDSLGJURZWKPD\EHYLWDOWRVFDOHHFRQRP\LQRUGHUWRFRPSHWHHIIHFWLYHO\
DJDLQVWPRUHPDWXUHILUPV&DYHVDQG0XUSK\&RPEVDQG&DVWURJLRYDQQL
7KXV ILUPV VHHN WR DFFHVV WKH FDSLWDO DQGPDQDJHULDO UHVRXUFHV WKDW IUDQFKLVHHVSURYLGH
ZKHQ WKH\ EXLOG DQGPDQDJH RXWOHWV HYHQ WKRXJK UHWXUQVPLJKW EH KLJKHU DPRQJ ILUP
RZQHGRXWOHWV2[HQIHOGWDQG.HOO\,QVKRUWWKHUHVRXUFHVFDUFLW\PRGHOSURSRVHG
WKDW ILUPV WXUQ WR IUDQFKLVLQJ DV WKH\ LQWHQG WR H[SDQG UDSLGO\ LQ RUGHU WR DFKLHYH
HFRQRPLHVRI VFDOHZKHQ LQWHUQDO UHVRXUFHVFDQQRW IXOILOO WKHJURZWK UDWH+RZHYHU WKLV
YLHZZDV TXHVWLRQHG E\ VHYHUDO UHVHDUFKHUV HJ 5XELQ  DQG1RUWRQ  7KH\
KDYH DUJXHG WKDW WKH FDSLWDO VFDUFLW\ H[SODQDWLRQ IRU IUDQFKLVLQJ LV IDOODFLRXV EHFDXVH
IUDQFKLVHHVZKRSODFHDVXEVWDQWLDOLQYHVWPHQWLQDOLPLWHGQXPEHURIRXWOHWVZLOOGHPDQG
D ULVN SUHPLXP WR FRPSHQVDWH WKHP IRU WKHLU XQGLYHUVLILHG LQYHVWPHQW 7KHUHIRUH
&KDSWHU
IUDQFKLVHHFDSLWDO LVQRW OHVVH[SHQVLYH WKDQFDSLWDO IURPSDVVLYHVRXUFHVVXFKDV OHQGHUV
DQG VWRFNKROGHUV &RQVHTXHQWO\ ILQDQFLDO FDSLWDO DFTXLVLWLRQ IURP IUDQFKLVHHV FDQQRW
VLPSO\PRWLYDWHRUJDQL]DWLRQVWRFKRRVHIUDQFKLVLQJ2WKHUUHVHDUFKHUV0LQNOHUDQG3DUN
 /DIRQWDLQH  0DUWLQ DQG -XVWLV  &RPEV DQG .HWFKHQ D   KDYH
DUJXHGWKDWFHUWDLQLQFHQWLYHVDQGSULYDWHNQRZOHGJHFDQOHDGIUDQFKLVHHVWREHD








YHUWLFDO UHODWLRQVKLS GHEW ILQDQFLQJ FDQ LQFUHDVH D GRZQVWUHDP SDUW\¶V EDQNUXSWF\ ULVNV
DQG WKHUHIRUH UHGXFHV DQ XSVWUHDP SDUW\¶V H[SHFWHG SURILW &RQVHTXHQWO\ WKH XSVWUHDP
SDUW\KDVWRLPSRVHDOLPLWRQWKHGRZQVWUHDPSDUW\¶VXVHRIGHEWILQDQFLQJ:HSURSRVH
WKDW WKH VWUDWHJLF XVH RI WKH IUDQFKLVHH¶V GHEW UDWLR FDQ DIIHFW WKH IUDQFKLVRU¶V ILQDQFLQJ
GHFLVLRQ ZKLFK ZLOO XOWLPDWHO\ DIIHFW WKH IUDQFKLVLQJ V\VWHP¶V ILUP YDOXH $QG WKLV
ILQDQFLQJ GHFLVLRQPD\ DOVR VXEWO\ DIIHFW WKH IUDQFKLVRU¶V IUDQFKLVLQJ SURSHQVLW\ DV WKH





*RYHUQDQFH FRQFHUQV WKH RUJDQL]DWLRQ RI WUDQVDFWLRQV ZKHUHDV D JRYHUQDQFH
VWUXFWXUHFRQVLVWVRIDFROOHFWLRQRIUXOHVVWUXFWXULQJWKHWUDQVDFWLRQVEHWZHHQ WKHYDULRXV




HQWDLOV KRZ RZQHUVKLS LV DOORFDWHG RYHU DVVHWV DQG DFFRUGLQJO\ LW KDV DQ LPSDFW RQ WKH
SDUWLHV¶ LQFHQWLYH WR LQYHVW$Q HIILFLHQW JRYHUQDQFH VWUXFWXUH SURYLGHV DOO SDUWLHV ZLWK
LQFHQWLYHV WR LQYHVW LQ VXFK DZD\ WKDW WKH HQWLUH IUDQFKLVH V\VWHPJHQHUDWHV WKH KLJKHVW
YDOXH






EHWZHHQ WKHVH ,Q FRQWUDVW WR WKH H[WUHPH IRUPV RI GLVWULEXWLRQ V\VWHPV RXWOLQHG DERYH
IUDQFKLVLQJLVXVXDOO\FKDUDFWHUL]HGDVDK\EULGIRUPRIGLVWULEXWLRQQDPHO\DSOXUDOIRUP
RU D GXDO GLVWULEXWLRQ 7KH WKUHH GRPLQDQW IUDQFKLVLQJ IRUPV DUH ZKROO\ IUDQFKLVHG
HQWHUSULVHV ZKHUH DOO RXWOHWV DUH RZQHG E\ LQGHSHQGHQW IUDQFKLVHHV GXDO GLVWULEXWLRQ
IUDQFKLVLQJ LQYROYLQJ WKH FRH[LVWHQFH RI ERWK IUDQFKLVRURZQHG GLVWULEXWRUV DQG
LQGHSHQGHQW IUDQFKLVHHV DQG HQWLUHO\ FRPSDQ\RZQHG HQWHUSULVHV ZKHUH DOO RXWOHWV DUH
RZQHGE\WKHIUDQFKLVRU:HOONQRZQH[DPSOHVRIWKHILUVWW\SHDUH%DVNLQ5REELQV86$
&RDQG$OOHJUD3ULQWDQG,PDJLQJZKLOH0F'RQDOGV(OHYHQ,QFDQG-DFNVRQ+HZLWW
7D[ 6HUYLFH DUH H[DPSOHV RI WKH VHFRQG W\SH 'XDO GLVWULEXWLRQ IUDQFKLVLQJ LV WKH PRVW
ZLGHVSUHDGRI WKHVH JRYHUQDQFH VWUXFWXUHVZKLOH WKH WKLUG W\SH LHZKHQ WKH IUDQFKLVRU
RZQVDOORXWOHWV LV UDUH%HVLGHV WKHDERYH WKUHHPDMRU IRUPV WKHEXVLQHVVZRUOGDGRSWV
DOVRRWKHUJRYHUQDQFHVWUXFWXUHV$QH[DPSOHLVWKHFUHGLWFDUGFRPSDQ\9,6$ZKHUHWKH













ORQJ UXQ RQH RUJDQL]DWLRQDO VWUXFWXUH HLWKHU ZKROO\ RZQHG RU ZKROO\ IUDQFKLVHG ZLOO
SUHYDLODQGGRPLQDWH2WKHUV %UDGDFKDQG(FFOHV%UDGDFK'DQW.DXIPDQQ
DQG 3DVZDQ 'DQW DQG.DXIPDQQ +DUULJDQ  FODLP WKDW WKHPL[WXUH RI
IUDQFKLVHGDQGFRPSDQ\RZQHGRXWOHWVZLOOUHPDLQVWDEOH+RZHYHUQRVSHFLILFDWWHQWLRQ
KDVHYHUEHHQSDLGWRWKHUHODWLRQVKLSEHWZHHQWKHVSHFLILFLQYHVWPHQWVRIIUDQFKLVRUVDQG
IUDQFKLVHHV LQ D IUDQFKLVH V\VWHP DQG WR WKH HIILFLHQW JRYHUQDQFH VWUXFWXUHV ,Q RUGHU WR
H[DPLQH WKH WUDGHRIIV LQYROYHG LQ WKH GHWHUPLQDWLRQ RI WKH PRVW HIILFLHQW JRYHUQDQFH
VWUXFWXUHWKHIROORZLQJTXHVWLRQQHHGVWREHDQVZHUHG
5HVHDUFK4XHVWLRQ
:KLFK JRYHUQDQFH VWUXFWXUHV LQ IUDQFKLVLQJ DUH PRVW HIILFLHQW XQGHU ZKLFK
FLUFXPVWDQFHV"
 2YHUYLHZRIWKH/LWHUDWXUH
7KLV VHFWLRQ RIIHUV D EULHI RYHUYLHZ RI WKH PDMRU WKHRULHV XVHG LQ IUDQFKLVLQJ
UHVHDUFK 7KH SXUSRVH RI WKLV VHFWLRQ LV WR JLYH UHDGHUV D EHWWHU XQGHUVWDQGLQJ RI WKH
NQRZOHGJH DFFXPXODWHG LQ WKH IUDQFKLVLQJ OLWHUDWXUH  7KLV VHFWLRQ FRYHUV FRPSOHWH DQG
LQFRPSOHWH FRQWUDFWLQJ WKHRULHV DPRQJ RWKHU WKHRULHV &RPSOHWH FRQWUDFWLQJ WKHRU\
GLVWLQJXLVKHV KLGGHQ DFWLRQ DQG KLGGHQ FKDUDFWHULVWLFV PRGHOV ZKHUH WKH KLGGHQ
FKDUDFWHULVWLFV PRGHOV FDQ EH IXUWKHU GHOLQHDWHG LQWR VLJQDOLQJ DQG VFUHHQLQJ PRGHOV
8QGHUWKHDVVXPSWLRQRIDV\PPHWULFLQIRUPDWLRQFRPSOHWHFRQWUDFWLQJWKHRU\SRVLWV WKDW
WKH IXOO\ UDWLRQDO SULQFLSDO FDQ GHVLJQ D FRPSOHWH FRQWUDFW FRQVLGHULQJ DOO WKH SRVVLEOH
REVHUYDEOHDQGYHULILDEOHFRQWLQJHQFLHV$V\PPHWULFLQIRUPDWLRQDQGFRQIOLFWVRILQWHUHVW
EHWZHHQ WKH SULQFLSDO DQG WKH DJHQW DUH WKH PRVW LPSRUWDQW LQJUHGLHQWV RI FRPSOHWH






FLUFXPVWDQFHV LV DOORFDWHG ZKHQ RXWFRPHV DUH RQO\ REVHUYDEOH 7UDQVDFWLRQ FRVW
HFRQRPLFVDQGSURSHUW\ULJKWVWKHRU\DUHFRQFHUQHGZLWKWKHDOORFDWLRQRIDXWKRULW\
7KH GLVWLQJXLVKHG WKHRUHWLFDO IUDPHZRUNV LQ WKLV VHFWLRQ ZLOO LQFOXGH  WKH






UHVRXUFHV ILQDQFLDO FDSLWDO PDQDJHULDO VNLOOV DQG ORFDO PDUNHW NQRZOHGJH 2QFH VXFK
HFRQRPLHVKDYHEHHQDFKLHYHGDQGILUPVJURZLQVL]HWKH\ZLOOIUDQFKLVHOHVVRSHQPRUH
FRPSDQ\RZQHGRXWOHWVDQGUHSXUFKDVHWKHLUPRVWSURILWDEOHIUDQFKLVHGRXWOHWV2[HQIHOGW
DQG .HOO\  7KH\ SURSRVH WKDW D PDWXUH FKDLQ ZLOO EH XOWLPDWHO\ GRPLQDWHG E\
FRPSDQ\RZQHGRXWOHWV
7KH UHVRXUFH VFDUFLW\ DUJXPHQW PDLQO\ DLPV WR H[SODLQ WZR LVVXHV )LUVWO\ WKH
UHVRXUFH VFDUFLW\ YLHZ RIIHUV D PRWLYDWLRQ IRU ILUPV WR FKRRVH IUDQFKLVLQJ RYHUFRPLQJ
UHVRXUFH UHVWULFWLRQV WR DFFRPSOLVK HFRQRPLHV RI VFDOH ,Q FRQWUDVW WR D FRPSDQ\
RZQHUVKLS D IUDQFKLVHH LV HQWLWOHG WR RSHUDWH DQ RXWOHW DV DQ LQGHSHQGHQW OHJDO HQWLW\
)UDQFKLVHHVSURYLGHFDSLWDO WR WKH IUDQFKLVRU LQ WKH IRUPRI IUDQFKLVH IHHV UR\DOWLHV DQG
WKURXJKEHDULQJ WKHFRVWVRI FRQVWUXFWLQJQHZRXWOHWV /DIRQWDLQHDQG.DXIPDQQ
)UDQFKLVHHVSURYLGHQRWRQO\FDSLWDO WRIUDQFKLVRUVEXWDOVRVXSSO\PDQDJHULDOVNLOOVDQG
ORFDONQRZOHGJHWRIXHOJURZWK0LQNOHU1RUWRQ6KDQH7KHUDWLRQDOH
IRU RYHUFRPLQJ PDQDJHULDO FRQVWUDLQWV RQ IUDQFKLVLQJ LV EXLOW RQ 3HQURVH¶V 




DUH TXDOLILHG 6KDQH  )UDQFKLVLQJ DOVR KHOSV D ILUP WR UHVROYH WKH ODFN RI ORFDO
NQRZOHGJH $ IUDQFKLVRU PD\ QRW QHFHVVDULO\ EH IDPLOLDU ZLWK WKH ORFDO PDUNHWV ZKHQ
H[SDQGLQJJHRJUDSKLFDOO\DQGIUDQFKLVLQJFDQKHOS WR OHYHUDJH IUDQFKLVHHV¶ ORFDOPDUNHW
NQRZOHGJH0LQNOHU
6HFRQGO\ WKH UHVRXUFH VFDUFLW\ YLHZ H[SODLQV WKH OLIHF\FOH DQG RZQHUVKLS
UHGLUHFWLRQLQIUDQFKLVLQJ)LUPVXVXDOO\PDLQWDLQDKLJKHUSURSRUWLRQRIIUDQFKLVHGXQLWVLQ




6XEVHTXHQW HPSLULFDO VWXGLHV KDYH WHVWHG UHVRXUFH VFDUFLW\ SURSRVLWLRQV RQ
IUDQFKLVHSDWWHUQVWKURXJKPHDVXULQJDJHFKDLQVL]HDQGJURZWKUDWHDQGKDYHREWDLQHG
PL[HGUHVXOWV)RULQVWDQFH$ORQIRXQGWKDWIUDQFKLVLQJSURSHQVLW\DQGDJHDUHQRW
VLJQLILFDQWO\ UHODWHG EXW DOVR IRXQG WKDW ILUP VL]H KDV D SRVLWLYH LPSDFW RQ IUDQFKLVLQJ





VL]H DQG WKH SHUFHQWDJH RI IUDQFKLVHG RXWOHWV ZKLFK FRUURERUDWHV WKH SUHGLFWLRQV RI WKH
UHVRXUFH VFDUFLW\¶V DUJXPHQW /DIRQWDLQH D IRXQG HYLGHQFH VXSSRUWLQJ UHVRXUFH
VFDUFLW\¶V SURSRVLWLRQ UHODWLQJ WR JURZWK UDWH 6KH IRXQG D SRVLWLYH UHODWLRQVKLS EHWZHHQ
JURZWKUDWHDQGSURSRUWLRQRIIUDQFKLVLQJSRVLWLQJWKDWIUDQFKLVLQJFDQKHOSILUPVWRJURZ
IDVWHU0LFKDHO E IRXQG WKDW JURZWK UDWH LV QHJDWLYHO\ UHODWHG WR WKHSHUFHQWDJHRI
IUDQFKLVLQJZKLFKVXJJHVWVWKDWILUPVLQWHQGWRUHGXFHIUDQFKLVLQJZKHQWKH\UHDFKDKLJK






LV QRW OHVV H[SHQVLYH WKDQ WKH FDSLWDO IURP SDVVLYH LQYHVWRUV VXFK DV OHQGHUV DQG
VWRFNKROGHUV 1RUWRQ  5XELQ  5XELQ  DUJXHG WKDW IUDQFKLVHHV IDFHG
PRUHXQGLYHUVLILHGLQYHVWPHQWULVNVZKHQLQYHVWLQJDVLJQLILFDQWSRUWLRQRIWKHLUSHUVRQDO
ZHDOWKLQRQHRUDIHZRXWOHWV$VDUHVXOWLWLVPRUHOLNHO\WKDWWKHIUDQFKLVHHZLOOGHPDQG
D ULVNSUHPLXPRQ WKHLU FDSLWDO DERYHZKDWSDVVLYH LQYHVWRUVPLJKWH[SHFW2Q WKHRWKHU
KDQG VRPHDXWKRUVKDYHRIIHUHGFRXQWHUDUJXPHQWV VXSSRUWLQJ WKHFDSLWDO VFDUFLW\YLHZ
/DIRQWDLQHSRVLWHGWKDWIUDQFKLVHHVKDGPRUHLQFHQWLYHVWRH[HUWDQHIIRUWFRPSDUHG
ZLWKHPSOR\HHVDVWKH\SRVVHVVHGRZQHUVKLS7KLVLQFHQWLYHGLIIHUHQFHFRXOGEHLGHQWLILHG
E\ LQYHVWRUV DQG WKHUHIRUHZRXOGGHPDQGDKLJKHU UDWHRI UHWXUQ0RUHRYHU IUDQFKLVHHV
PD\ EH DEOH WR RIIHU FKHDSHU FDSLWDO WKDQ SDVVLYH LQYHVWRUV EHFDXVH WKH\ SRVVHVV PRUH
SULYDWH LQIRUPDWLRQ UHJDUGLQJPDQDJHULDO FDSDELOLWLHV ZKLOH SDVVLYH LQYHVWRUV IDFHPRUH
LQIRUPDWLRQDV\PPHWULHV&RPEVDQG.HWFKHQE0DUWLQDQG-XVWLV
7KHHPSLULFDO VWXGLHVRQ WKH FDSLWDO VFDUFLW\DUJXPHQWKDYHDOVRJHQHUDWHGPL[HG
UHVXOWV0DUWLQDQG-XVWLVIRXQGWKDWDQLPPDWXUHILUP¶VSURSHQVLW\WRIUDQFKLVHZDV
SRVLWLYHO\ OLQNHG ZLWK WKH LQFUHDVH RI LQWHUHVW UDWHV ZKLFK VXJJHVWV WKDW ILUPV WXUQ WR
IUDQFKLVLQJ ZKHQ LW LV GLIILFXOW WR UDLVH FDSLWDO IURP WKH ILQDQFLDO PDUNHW ,Q FRQWUDVW
0LQNOHUDQG3DUNIRXQGWKDW WKHULVHRIUHDOLQWHUHVWUDWHVOHGWRDQLQFUHDVHLQWKH
SURSRUWLRQ RI FRPSDQ\RZQHG RXWOHWV 7KURXJK D VXUYH\ RI IUDQFKLVRUV 'DQW 
SRVLWHG WKDW FDSLWDO VFDUFLW\ PLJKW DIIHFW ILUPV¶ LQLWLDO GHFLVLRQ WR IUDQFKLVH ,Q D VWXG\
FRQVLVWLQJ RI  UHVWDXUDQWV &RPEV DQG.HWFKHQ D IRXQG WKDW FDSLWDOFRQVWUDLQHG




IRXQG WKDW ILUPV LQ WKH IDVW IRRG LQGXVWU\ WHQG WR UXQ PRUH RXWOHWV XQGHU FRPSDQ\
RZQHUVKLS&DYHVDQG0XUSK\REVHUYHGDVLPLODU WUHQGRIFRPSDQ\RZQHUVKLSLQ
PDWXULQJ LQGXVWULHV2SSRVLWH WR2[HQIHOGWDQG.HOO\¶V SUHGLFWLRQ WKDWD ILUPZLOO
UHYHUWEDFN WR IXOO FRPSDQ\RZQHUVKLSDV LWPDWXUHV VRPHHPSLULFDO VWXGLHV KDYH IRXQG
WKDW ILUPV DFWXDOO\ PDLQWDLQ D FHUWDLQ SURSRUWLRQ RI IUDQFKLVHG RXWOHWV YHUVXV FRPSDQ\
RZQHGXQLWVDV WKH\PDWXUH$IWHUH[DPLQLQJRYHUIUDQFKLVLQJFKDLQVLQWKHSHULRG
&KDSWHU
EHWZHHQ DQG/DIRQWDLQH DQG6KDZ  IRXQG WKDW HYHQ DIWHU HLJKW \HDUV¶
IUDQFKLVH ILUPV VWLOO WHQG WR PDLQWDLQ D VWDEOH SHUFHQWDJH RI FRPSDQ\RZQHG RXWOHWV






$FFRUGLQJ WRDJHQF\ WKHRU\DSULQFLSOHDJHQW UHODWLRQVKLS LVGHILQHGDVRQHSDUW\
WKH SULQFLSDO DXWKRUL]LQJ WKH RWKHU WKH DJHQW WR SHUIRUP FHUWDLQ WDVNV RQ WKHLU EHKDOI
)DPD DQG -HQVHQ  -HQVHQ DQG0HFNOLQJ  $JHQF\ WKHRU\ DVVXPHV WKDW WKH
SULQFLSDO DQG WKH DJHQW DUH VHOILQWHUHVWHG SRVVHVV GLIIHUHQW ULVN SUHIHUHQFHV DQG WKDW
LQIRUPDWLRQLVDV\PPHWULFEHWZHHQWKHWZRSDUWLHV(LVHQKDUGW6LQFHWKHDJHQWDQG
WKH SULQFLSDO DUH VHOILQWHUHVWHG DQG SRVVHVV GLYHUJHQW PRWLYDWLRQV WKH SULQFLSDO PXVW






DUH DJDLQVW WKDW RI WKHSULQFLSDO$GYHUVH VHOHFWLRQ UHIHUV WR WKH IDFW WKDW WKH DJHQWV KLGH
VRPH H[DQWH FKDUDFWHULVWLFV VXFK DV WKHLU WUXH DELOLWLHV DQG WKH SULQFLSDO LV QRW DEOH WR
YHULI\ WKHVH (LVHQKDUGW  +HQGULNVH  $V D UHVXOW WKH ILUP ZLOO KDYH WR
LQWURGXFH PRUH PRQLWRULQJ GHYLFHV WR SURWHFW WKH ILUP¶V EHVW LQWHUHVWV ,Q FRQWUDVW D
IUDQFKLVHHSXUFKDVHVWKHULJKWWRRSHUDWHDQRXWOHWE\SD\LQJIUDQFKLVHIHHVDQGUR\DOWLHV






$JHQF\ WKHRU\ SUHGLFWV WKDW DVPRQLWRULQJ FRVWV LQFUHDVH WKH IUDQFKLVRU LVPRUH
OLNHO\WRH[SDQGE\PHDQVRIIUDQFKLVLQJ+RZHYHUWKHLQFUHDVHGXVHRIIUDQFKLVLQJPD\
OHDG WRPRUHSHUFHLYHGRSSRUWXQLVPULVNV2Q WKHRQHKDQG WKH IUDQFKLVHHFRQIURQWV WKH
ULVN WKDW WKH IUDQFKLVRU VKLUNV WKH UHVSRQVLELOLW\ RI SURPRWLQJ WKH FKDLQ¶V EUDQG QDPH
.OHLQ DQG 6DIW  2Q WKH RWKHU KDQG WKH IUDQFKLVRU IDFHV WKH SRVVLELOLW\ WKDW WKH
IUDQFKLVHH ZLOO RYHUHPSKDVL]H UHGXFLQJ FRVWV WKHUHE\ GDPDJLQJ WKH EUDQG¶V UHSXWDWLRQ
%ULFNOH\ DQG 'DUN  $FFRUGLQJO\ DV WKH IUDQFKLVRU SHUFHLYHV D VLJQLILFDQW





VWRUHPDQDJHUVDQG WKH HQYLURQPHQW LVPRUHXQFHUWDLQ8VLQJD VDPSOHRIILUPV LQ
LQGXVWULHV WKH\ IRXQG WKDWRXWOHWVFORVHU WR UHJLRQDO KHDGTXDUWHUVDUHPRUH OLNHO\ WREH
FRPSDQ\RZQHGDQG UHPRWHRXWOHWVDUHPRUH OLNHO\ WREHIUDQFKLVHG/DIRQWDLQH D
IRXQG WKDW IUDQFKLVRUV DUH PRUH OLNHO\ WR IUDQFKLVH DV RXWOHWV DUH PRUH JHRJUDSKLFDOO\
GLVSHUVHGDQGDVWKHIUDQFKLVHH¶VLQSXWEHFRPHVLQFUHDVLQJO\PRUHLPSRUWDQW&RPEVDQG
.HWFKHQ  FRQFOXGHG WKDW RXWOHW DVVHW VSHFLILFLW\ DQG JHRJUDSKLF GLVSHUVLRQ KDYH D
SRVLWLYHLPSDFWRQH[SDQVLRQWKURXJKIUDQFKLVLQJZKLOHVSHFLILFNQRZOHGJHKDVDQHJDWLYH
LQIOXHQFH8VLQJSXEOLFO\WUDGHGUHVWDXUDQWFKDLQVEHWZHHQDQGWKH\IRXQG
ILUPV ZLWK WKH DERYH FKDUDFWHULVWLFV XVH IUDQFKLVLQJ QRWDEO\ PRUH WKDQ RWKHU ILUPV
7KRPSVRQ  DQG &RPEV DQG &DVWURJLRYDQQL  IRXQG WKDW RXWOHW VL]H LV
SRVLWLYHO\ UHODWHG WR IUDQFKLVLQJ EHFDXVH ODUJHU RXWOHW VL]H UHGXFHV PRQLWRULQJ FRVWV DV
VFDOH HFRQRPLHV HQDEOH WKH PRQLWRULQJ RI ODUJHU RXWOHWV WR EH PDUJLQDOO\ PRUH FRVW
HIIHFWLYH /DIRQWDLQH D 0LFKDHO D IRXQG WKDW WKH SHUFHQWDJH RI IUDQFKLVHG
RXWOHWV LV QHJDWLYHO\ UHODWHG WR WKH ILUP¶V TXDOLW\ UDWLQJ SRVLWLQJ WKDW WKH IUDQFKLVHH¶V
RSSRUWXQLVWLFEHKDYLRUVUHGXFHRSHUDWLRQTXDOLW\&RPEVDQG.HWFKHQESURSRVHGD
QHJDWLYHOLQNEHWZHHQIUDQFKLVRU¶VLQSXWVDQGWHQGHQF\WRIUDQFKLVH7KH\IRXQGWKURXJKD
VXUYH\ WKDW WKH PRUH VSHFLILF NQRZOHGJH ILUPV KDYH WKH OHVV OLNHO\ WKH\ ZLOO H[SDQG




6LJQDOLQJ WKHRU\ H[SODLQVRUJDQL]DWLRQDO FKRLFH LQ IUDQFKLVLQJE\ IRFXVLQJRQ WKH
H[WHUQDOLWLHVRIPDUNHW LPSHUIHFWLRQVDQG LQIRUPDWLRQDV\PPHWULHV 'DQWDQG.DXIPDQQ
 $V HQWUHSUHQHXUV SRVVHVV LQVLGHU LQIRUPDWLRQ DQG VSHFLILF NQRZOHGJH LW LV
LPSRVVLEOH WR IXOO\FRPPXQLFDWH WKLV WRSRWHQWLDO LQYHVWRUV $OYHUD]DQG%XVHQLW]
:LOOLDPVRQ   7KHUHIRUH WKH HQWUHSUHQHXUV FDQ VLJQDO WKH FXUUHQW DQG IXWXUH ILUP
YDOXHRIWKHLUYHQWXUHVWRRXWVLGHLQYHVWRUVE\PDNLQJGLUHFWSHUVRQDOLQYHVWPHQWVLQWKHLU
HQWHUSULVHV/HODQGDQG3\OH
,Q IUDQFKLVLQJ UHODWLRQV WKHUH DOZD\V H[LVW ODUJH LQYHVWPHQWV LQ VSHFLILF DVVHWV
%HIRUH PDNLQJ DQ\ LQYHVWPHQW GHFLVLRQV SRWHQWLDO IUDQFKLVHHV QHHG WR NQRZ VRPH
SULYDWHO\KHOG LQIRUPDWLRQ VXFK DVPDUNHW GHPDQGRU SURILWDELOLW\ RU VHHN IRU DVVXUDQFH
IURPWKHIUDQFKLVRUUHJDUGLQJIXWXUHSHUIRUPDQFH)UDQFKLVLQJXVXDOO\LQYROYHVWUDQVIHURI
EUDQG QDPHV DQG RSHUDWLRQDO NQRZOHGJH ERWK RI ZKLFK DUH LQWDQJLEOH DVVHWV ZLWK KLJK
LQIRUPDWLRQ DV\PPHWULHV WKHUHIRUH VLJQDOLQJ WXUQV RXW WR EH DQ LPSRUWDQW WRRO RI
FRQYH\LQJ FUHGLEOH LQIRUPDWLRQ /DIRQWDLQH *DOOLQL DQG /XW]  SRVLWHG WKDW
WKH IUDQFKLVRUV FDQ VLJQDO WR SRWHQWLDO IUDQFKLVHHV WKHLU TXDOLW\ YLD WZR PHDQV GLUHFWO\
RSHUDWLQJDSURSRUWLRQRIFRPSDQ\RZQHGRXWOHWVDQGRUDKLJKUR\DOW\UDWH7KHORJLFLV




V\VWHPV ZLWK QR HVWDEOLVKHG UHSXWDWLRQ ZLOO LQFUHDVH WKH XVH RI FRPSDQ\ RZQHUVKLS WR
DWWUDFWSRWHQWLDO IUDQFKLVHHVDQGZLOORSHQIHZHUFRPSDQ\RZQHGRXWOHWVDV WKH\DJHDQG
WKHLUEUDQGLPDJHVLPSURYH*DOOLQLDQG/XW]
3UHYLRXV HPSLULFDO UHVHDUFK KDV RIIHUHG PL[HG  VXSSRUW IRU WKH VLJQDOLQJ WKHRU\
'DQWDQG.DXIPDQQIRXQGWKDWIUDQFKLVRUVWHQGHGWRUHWDLQIHZHUIUDQFKLVHGRXWOHWV
DV WKH\ DJHG ,Q DQ HPSLULFDO DQDO\VLV EDVHG RQ D VDPSOH RI  IUDQFKLVLQJ FKDLQV





RQ D VWXG\ RI RYHU  ILUPV IURP  LQGXVWULHV 6FRWW  IRXQG WKDW ILUP DJH LV
SRVLWLYHO\ UHODWHG WR WKHSHUFHQWDJHRI IUDQFKLVHGRXWOHWV VXJJHVWLQJ WKDW ILUPV IUDQFKLVH
PRUH DV WKH\ VLJQDO EHWWHU TXDOLW\ 7KLV UHVXOW SURYLGHV VRPH HPSLULFDO HYLGHQFH IRU
VLJQDOLQJWKHRU\0RUHRYHULQDUHFHQWVWXG\GRQHE\6KDQH6KDQNHUDQG$UDYLQGDNVKDQ
 WKHLU HPSLULFDO UHVXOWV DUH IRXQG FRQVLVWHQW ZLWK WKH SURSRVLWLRQV RI VLJQDOLQJ
WKHRU\%DVHGRQVDPSOHRIEXVLQHVV IRUPDW IUDQFKLVHV\VWHPV IURP LQGXVWULHV
WKDWZHUHHVWDEOLVKHG LQ WKH8QLWHG6WDWHVEHWZHHQDQG WKH\ IRXQGHPSLULFDO
HYLGHQFH VXSSRUWLQJ WKHLU SURSRVLWLRQ WKDW \RXQJ IUDQFKLVH ILUPV XVH VWUDWHJLF DFWLRQV WR
DWWUDFW SRWHQWLDO IUDQFKLVHHV WR ERRVW WKHLU JURZWK 0RUH VSHFLILFDOO\ WKH\ IRXQG WKDW
IUDQFKLVRUVNHHSORZXSIURQWIUDQFKLVHIHHVLQWKHLUVWDUWLQJSKDVHDQGORZHUUR\DOW\UDWHV
DV WKH V\VWHPV JURZ ODUJHU 7KH\ DOVR IRXQG WKDW IUDQFKLVH V\VWHPV DUH FRPSDUDWLYHO\
ODUJHU LI WKH\XVH ORZ LQLWLDO IUDQFKLVHH LQYHVWPHQWDQGKHOSILQDQFLQJIUDQFKLVHHVZKLFK
RIIHUVVXSSRUWRIVLJQDOLQJWKHRU\
 7UDQVDFWLRQFRVWVWKHRU\
7UDQVDFWLRQ FRVWV HFRQRPLFV 7&( ZDV RULJLQDWHG E\ &RDVH  DQG
:LOOLDPVRQ5RELQV3GHILQHGWKHVHDVIROORZV³7UDQVDFWLRQFRVWV
DUH WKRVH FRVWV DVVRFLDWHG ZLWK DQ HFRQRPLF H[FKDQJH WKDW YDU\ LQGHSHQGHQW RI WKH
FRPSHWLWLYHPDUNHWSULFHRIWKHJRRGVDQGVHUYLFHVH[FKDQJHG7KH\LQFOXGHDOOVHDUFKDQG
LQIRUPDWLRQ FRVWV DV ZHOO DV WKH FRVWV RI PRQLWRULQJ DQG HQIRUFLQJ FRQWUDFWXDO
SHUIRUPDQFH´7&(PDLQO\UHVWVRQWZRDVVXPSWLRQVUHODWLQJWRKXPDQEHKDYLRUERXQGHG
UDWLRQDOLW\ DQG RSSRUWXQLVP  DQG RQ WKUHH HQYLURQPHQWDO DWWULEXWHV DVVRFLDWHG ZLWK
WUDQVDFWLRQV XQFHUWDLQW\ IUHTXHQF\ DQG DVVHW VSHFLILFLW\ 7KHEDVLF LGHDRI7&( LV WKDW
PDUNHWV DQG KLHUDUFKLHV DUH DOWHUQDWLYH JRYHUQDQFH PHFKDQLVPV DQG WKH PRVW HIILFLHQW
JRYHUQDQFH VWUXFWXUH LV WKH RQH PLQLPL]LQJ WUDQVDFWLRQ DQG SURGXFWLRQ FRVWV 7&(
SURSRVHV WKDW D KLHUDUFKLFDO VWUXFWXUH LVPRUH OLNHO\ WREH DGRSWHGZKHQ WUDQVDFWLRQV DUH
IDFHGZLWKPRUHXQFHUWDLQWLHVPRUHIUHTXHQWUHFXUUHQFHDQGKLJKHULQYHVWPHQWVLQVSHFLILF
DVVHWV ZKLOH D PDUNHW VWUXFWXUH LV PRUH OLNHO\ WR EH DGRSWHG ZKHQ WUDQVDFWLRQV DUH
VWUDLJKWIRUZDUGQRQUHSHWLWLYHDQGUHTXLUHOHVVVSHFLILFLQYHVWPHQWV:LOOLDPVRQ
:KHQ DSSO\LQJ 7&( WR IUDQFKLVLQJ WKH YDU\LQJ SURSRUWLRQV RI IUDQFKLVHG DQG
FRPSDQ\RZQHG RXWOHWV LQ GLIIHUHQW IUDQFKLVLQJ V\VWHPV UHIOHFW WKH PRVW HIILFLHQW
&KDSWHU
SURSRUWLRQ IRU HDFK V\VWHP 6LQFH HDFK V\VWHP LV IDFHG ZLWK GLIIHUHQW WUDQVDFWLRQ DQG
SURGXFWLRQ FRVWV WKH JRDO RIPLQLPL]LQJ WUDQVDFWLRQ FRVWV LV DFKLHYHG WKURXJK DGMXVWLQJ
WKH SURSRUWLRQ RI FRPSDQ\RZQHG DQG IUDQFKLVHG XQLWV 'DQW HW DO  .OHLQ 




WKH YDOXH RI EUDQGQDPH FDSLWDO WKH FRVWV RI IUDQFKLVLQJ DOVR LQFUHDVH DV IUDQFKLVHHV
HQJDJH LQ RSSRUWXQLVWLF EHKDYLRU 7KHUHIRUH FRPSDQ\ RZQHUVKLS LV SUHGLFWHG WR EH
SRVLWLYHO\UHODWHGWRWKHYDOXHRIEUDQGQDPHFDSLWDO0LQNOHUDQG3DUN
7KHUH KDYH EHHQ YDULRXV HPSLULFDO VWXGLHV LQ WKH DUHD RI IUDQFKLVLQJ JURXQGHG LQ
7&(WRH[SODLQDILUP¶VSURSHQVLW\WRIUDQFKLVHYVRZQ)RULQVWDQFH%ULFNOH\DQG'DUN
 IRXQG WKDW IUDQFKLVLQJ LV OHVV SUHYDOHQW IRU FRPSDQLHV ZLWK KLJK LQLWLDO WRWDO
LQYHVWPHQWV EHFDXVH WKH LQLWLDO LQYHVWPHQW HQWDLOV D SRVLWLYH UHODWLRQVKLS ZLWK OHYHO RI
LQYHVWPHQW LQ ILUPVSHFLILF DVVHWV 8VLQJ GDWD RQ SXEOLFO\RZQHG IUDQFKLVLQJ ILUPV
0LQNOHUDQG3DUNIRXQGWKDWLQFUHDVHVLQWKHYDOXHRIWKHWUDGHPDUNDUHSRVLWLYHO\
UHODWHGWRWKHSURSRUWLRQRIFRPSDQ\RZQHGRXWOHWV)ODGPRH/LQGTXLVWDQG-DFTXH
H[SODLQHG WKHSURSHQVLW\ WR IUDQFKLVHZLWK D WKHRUHWLFDO IUDPHZRUNEDVHGRQ7&(7KH\
IRXQG WKDW WKH SURSHQVLW\ WR IUDQFKLVH LQWHUQDWLRQDOO\ LV QHJDWLYHO\ UHODWHG WR WKH ILUP¶V
EUDQGQDPHDVVHWVSHFLILFLW\DQGLVVLJQLILFDQWO\LPSDFWHGE\WKHKRVWFRXQWU\¶VFRQWH[WXDO
XQFHUWDLQW\ %DVHG RQ D VDPSOH RI  IUDQFKLVHV LQ WKH86'DQW  SRVLWHG WKDW
WUDQVDFWLRQDQGSURGXFWLRQFRVWVDUH LQIOXHQWLDO LQH[SODLQLQJRZQHUVKLSVWUXFWXUHFKRLFHV
LQ IUDQFKLVLQJ 7KH\ IRXQG WKDW WKH DPRXQW RI VSHFLILF LQYHVWPHQW UHTXLUHG WR RSHQ DQ
RXWOHWKDVDQHJDWLYHLPSDFWRQWKHXVHRIIUDQFKLVLQJ
 )XUWKHUPRUH0DQROLVHWDOH[SODLQHGWKHUHODWLRQVKLSEHWZHHQRZQHUVKLS
UHGLUHFWLRQDQG IUDQFKLVHHTXDOLW\FRQWUROYLRODWLRQV IURP WKHSHUVSHFWLYHRI7&( ,WZDV
IRXQG WKDW UHSHDWHGSXUFKDVHKDVDQHJDWLYH LQIOXHQFHRQ IUDQFKLVHHV¶ LQFHQWLYHV WR VKLUN
RQ TXDOLW\ FRQWURO 7KHUHIRUH LQ LQGXVWULHV ZKHUH UHSHDW SXUFKDVLQJ LV ORZ IUDQFKLVLQJ
EHFRPHV PRUH FRVWO\ WKDQ FRPSDQ\ RZQHUVKLS EHFDXVH FRPSDQ\ PDQDJHUV DUH





DQG WKH OLNHOLKRRG RI LQGHSHQGHQW GLVWULEXWRUV¶ RSSRUWXQLVWLF EHKDYLRUV DUH PLQLPL]HG
7KH\ DOVR DUJXHG WKDW GXDO GLVWULEXWLRQ RIIHUV SHUIRUPDQFH EHQFKPDUNV DQG WKXV
LQGHSHQGHQW GLVWULEXWRUV¶ SHUIRUPDQFHV FDQ EH EHWWHU DVVHVVHG  %DVHG RQ 
TXHVWLRQQDLUHV WKH\ IRXQG SUHOLPLQDU\ VXSSRUW IRU WKH SURSRVLWLRQV 0LFKDHO D
SUHVHQWHG WDSHUHG LQWHJUDWLRQ RZQLQJ VRPH XQLWV ZKLOH IUDQFKLVLQJ RWKHUV K\SRWKHVHV
UHJDUGLQJWKHGXDOGLVWULEXWLRQLQIUDQFKLVLQJ+HVXJJHVWHGWKDWHQJDJLQJLQDFWLYLWLHVOLNH
WDSHUHG LQWHJUDWLRQDQGEX\HUVHOHFWLRQFDQ LPSURYHD IUDQFKLVRU¶VEDUJDLQLQJSRZHUDQG
UHGXFHFRQIOLFWDQGOLWLJDWLRQLQDIUDQFKLVHV\VWHP8VLQJGDWDIURPUHVWDXUDQWFKDLQVLW




3URSHUW\ ULJKWV WKHRU\ UHVWV RQ WKH LQFRPSOHWH FRQWUDFWLQJ UDWLRQDOH WKDW LW LV
LPSRVVLEOHWRFRPSRVHHQIRUFHDEOHFRPSUHKHQVLYHFRQWUDFWVEHFDXVHRIWKHXQIRUHVHHDEOH
FRQWLQJHQFLHV RU WKH KLJK H[SHQVHV RI VSHFLI\LQJ GHWDLOV +DUW DQG 0RRUH  7KH






DWRQHFRQWUDFWLQJSDUW\ LHYHUWLFDO LQWHJUDWLRQ6LQFH WKHDOORFDWLRQRI UHVLGXDOFRQWURO
 
$VWDQGDUGZD\RIGHOLQHDWLQJDJRYHUQDQFHVWUXFWXUHLVWRGLVWLQJXLVKLQFRPHDQGGHFLVLRQULJKWV
+DQVPDQQ ,QFRPH ULJKWV DGGUHVV WKHTXHVWLRQ µ+RZDUH EHQHILWV DQG FRVWV DOORFDWHG"¶ LH











LPSRUWDQW IRU JHQHUDWLQJ VXUSOXV +DUW DQG 0RRUH  0RUHRYHU LW KDV DOVR EHHQ
SURSRVHG WKDWRZQHUVKLSVWUXFWXUH LVPRVWO\DIIHFWHGE\ WKHGHJUHHRI LQWDQJLELOLW\RI WKH
DVVHWV +DUW DQG 0RRUH  %U\QMROIVVRQ  0DQHVV  :KHQ DSSOLHG WR
IUDQFKLVLQJLWLVSURSRVHGWKDWWKHDOORFDWLRQRIUHVLGXDOULJKWVGHSHQGVRQWKHLPSRUWDQFH
RI LQWDQJLEOH V\VWHPVSHFLILF DQG ORFDO PDUNHW DVVHWV :LQGVSHUJHU  
:LQGVSHUJHUDQG'DQW,QDIUDQFKLVHV\VWHPWKHUHDUHV\VWHPVSHFLILFDVVHWVOLNH
WKH EUDQG QDPH DQG GHFLVLRQV KDYH WR EH WDNHQ UHJDUGLQJ WKH QHWZRUN¶V SURGXFWLRQ
PDUNHWLQJDQGVHUYLFHLQRUGHUWRLPSURYHLWVEUDQGQDPHYDOXHDQGPDLQWDLQV\VWHPZLGH
VWDQGDUGL]DWLRQWKHUHDUHDOVRORFDOVSHFLILFDVVHWVOLNHNQRZOHGJHDERXWWKHORFDOPDUNHW
DQG GHFLVLRQV KDYH WR EH WDNHQ UHJDUGLQJ ORFDO RSHUDWLRQV 7KH SURSHUW\ ULJKWV YLHZ RI
DVVHWRZQHUVKLS LQ IUDQFKLVLQJSURSRVHV WKDW WKHSHUFHQWDJHRIFRPSDQ\RZQHGRXWOHWV LV
H[SHFWHGWREHKLJKHUZKHQWKHIUDQFKLVRU¶VLQWDQJLEOHDVVHWVDUHPRUHLPSRUWDQWWKDQWKH
IUDQFKLVHH¶VLQWDQJLEOHDVVHWVIRUJHQHUDWLQJUHVLGXDOLQFRPHEHFDXVHPRUHSURSHUW\ULJKWV
VKRXOG EH WUDQVIHUUHG WR WKH IUDQFKLVRU 7KHUHIRUH FRPSDQ\ RZQHUVKLS KDV D SRVLWLYH
UHODWLRQVKLSZLWKWKHLQWDQJLEOHV\VWHPVSHFLILFDVVHWVDQGDQHJDWLYHUHODWLRQVKLSZLWKWKH
LQWDQJLEOHORFDOPDUNHWDVVHWV:LQGVSHUJHU:LQGVSHUJHUDQG'DQW
%DVHG RQ D VXUYH\ VWXG\ RI  $XVWULDQ IUDQFKLVH V\VWHPV:LQGVSHUJHU 
HPSLULFDOO\WHVWHGWKHSURSRVLWLRQWKDWWKHRZQHUVKLSVWUXFWXUHUHOLHVRQWKHGLVWULEXWLRQRI
LQWDQJLEOHDVVHWVEHWZHHQWKHIUDQFKLVRUDQGWKHIUDQFKLVHH,WZDVIRXQGWKDWORFDOPDUNHW
NQRZOHGJH DGYDQWDJH LV QHJDWLYHO\ UHODWHG ZLWK UR\DOW\ LQGLFDWLQJ WKDW WKH IUDQFKLVHH¶V
ORFDO PDUNHW NQRZOHGJH DGYDQWDJH UHVXOWV LQ DOORFDWLQJ PRUH UHVLGXDO LQFRPH WR WKH
IUDQFKLVHH ,QDGGLWLRQ DQQXDO WUDLQLQJGD\VZHUH IRXQG WREHSRVLWLYHO\ UHODWHGZLWK WKH
UR\DOW\ UDWH LQGLFDWLQJ WKDW KLJKHU LQYHVWPHQW LQ LQWDQJLEOH V\VWHPVSHFLILF NQRZKRZ
OHDGV WR PRUH UHVLGXDO LQFRPH EHLQJ DVVLJQHG WR WKH IUDQFKLVRU:LQGVSHUJHU DQG 'DQW
 RIIHUHG D SURSHUW\ ULJKWV IUDPHZRUN WR LQYHVWLJDWH WKH RZQHUVKLS UHGLUHFWLRQ
SKHQRPHQRQ LQ IUDQFKLVLQJ 7KH\ DUJXHG WKDW WKH  FRQWUDFWLELOLW\  RI  WKH  IUDQFKLVRU¶V
 ,QWURGXFWLRQ 

V\VWHPVSHFLILF  NQRZKRZ  DQG  WKH  FRQWUDFWLELOLW\  RI  WKH  IUDQFKLVHH¶V  ORFDOPDUNHW
NQRZOHGJHDUHWKHPDLQGHWHUPLQDQWVRIWKHVWUXFWXUHDQGG\QDPLFVRIRZQHUVKLSSDWWHUQV
LQ IUDQFKLVLQJ FKDLQV ,W ZDV SURSRVHG WKDW FRPSDQ\ RZQHUVKLS LQFUHDVHV DV WKH
FRQWUDFWLELOLW\RIWKHIUDQFKLVHH¶VORFDOPDUNHWDVVHWVLQFUHDVHVGXULQJWKHFRQWUDFWSHULRG
ZKLFKUHVXOWVLQRZQHUVKLSUHGLUHFWLRQV(PSLULFDOUHVXOWVZHUHIRXQGWKDWWKHLQIOXHQFHRI
WKH IUDQFKLVRU¶V V\VWHPVSHFLILF DVVHWV RQ WKH SHUFHQWDJH RI FRPSDQ\ RZQHUVKLS ULVHV
GXULQJWKHOLIHF\FOH
 2UJDQL]DWLRQDOOHDUQLQJWKHRU\
2UJDQL]DWLRQDO OHDUQLQJ WKHRU\ LQYHVWLJDWHV KRZ NQRZOHGJH LV JDLQHG DQG
WUDQVIHUUHG  ,Q IUDQFKLVLQJ UHVHDUFKKDVEHHQ IRFXVHGRQ WKH IDFWRUVDIIHFWLQJ LQWHUILUP
DQGLQWUDILUPNQRZOHGJHWUDQVIHUDQGWKHSRVVLEOHRXWFRPHV'DUUHWDO6RUHQVRQ
DQG6¡UHQVHQ'DUUHWDOIRXQGWKDWNQRZOHGJHWUDQVIHULQIUDQFKLVLQJLVQRW
IRVWHUHGE\ VLQJOHXQLW IUDQFKLVHH EXW DFWXDOO\GHWHULRUDWHV RYHU WLPH ,Q FRQWUDVWPXOWL
XQLWIUDQFKLVHHVSRVVHVVPRUHDGYDQWDJHVRINQRZOHGJHWUDQVIHUDQGUHWHQWLRQ
6RUHQVRQ DQG 6¡UHQVHQ  H[SODLQHG NQRZOHGJH WUDQVIHU LQ IUDQFKLVLQJ IURP
WKH SHUVSHFWLYH RI WKH H[SORUDWLRQ DQG H[SORLWDWLRQ SDUDGR[  )UDQFKLVHHV KDYH PRUH
LQFHQWLYHV UHODWLQJ WR ³H[SORUDWLRQ´ DQG FRPSDQ\ PDQDJHUV DUH PRUH LQFOLQHG WR
³H[SORLWDWLRQ´,QWKHFRQWH[WRIIUDQFKLVLQJµH[SORUDWLRQ¶UHIHUVWRWKHFDSDELOLWLHV
RI LQQRYDWLRQ DQG ORFDO PDUNHW NQRZOHGJH OHDUQLQJ ZKLOH µH[SORLWDWLRQ¶ UHIHUV WR WKH
FDSDELOLWLHV RI FRQWUROOLQJ TXDOLW\ DQG H[HFXWLQJ DGPLQLVWUDWLYH H[HUFLVHV 7KH PL[ RI
FRPSDQ\RZQHGXQLWV DQG IUDQFKLVHGXQLWV FDQ DIIHFW WKHEDODQFHEHWZHHQ FHQWUDOL]DWLRQ
DQG VWDQGDUGL]DWLRQ WKURXJK RUJDQL]DWLRQDO OHDUQLQJ WKHUHE\ HQKDQFLQJ WKH IUDQFKLVH
FKDLQ¶VHIILFLHQF\DQGSHUIRUPDQFH
6¡UHQVHQ  VXJJHVWHG WKDW IUDQFKLVRUV PLJKW XVH IUDQFKLVHHV DV D VRXUFH RI






7KH ULVN VKDULQJ YLHZ VXJJHVWV WKDW RUJDQL]DWLRQV FKRRVH WR IUDQFKLVH GXH WR WKH
QHHGIRUVKDULQJULVNV/DIRQWDLQHDQG%KDWWDFKDU\\D$FFRUGLQJWRWKHULVNVKDULQJ
YLHZ IUDQFKLVLQJ SHUPLWV IUDQFKLVRUV WR UHWDLQ SURILWDEOH RXWOHWV ZLWK PRUH SUHGLFWDEOH
VDOHV XQGHU FRQWURO DQG WR OHDYH UHODWLYHO\ ULVN\ ORFDWLRQV WR IUDQFKLVHHV &RPEV DQG
&DVWURJLRYDQQL





7KLV VWXG\ ZLOO DQVZHU WKH ILUVW UHVHDUFK TXHVWLRQ PDLQO\ EDVHG RQ WKH UHVRXUFH





)LUVW RI DOO WKLV VWXG\ RIIHUV D QHZ XQGHUVWDQGLQJ UHODWLQJ WR WKH GHWHUPLQDQWV RI
IUDQFKLVHH¶V DQG IUDQFKLVRU¶V FDSLWDO VWUXFWXUH DQG WKHLU LPSDFW RQ WKH IUDQFKLVRU¶V
ILQDQFLQJGHFLVLRQ ,W LV IRXQG WKDW WKH IUDQFKLVRU LPSRVHV D OLPLW RYHU IUDQFKLVHH¶V GHEW
OHYHOVRDVWRUDLVHPRUHGHEWDQGVHL]HWD[EHQHILWV:HILQGWKDWWKHIUDQFKLVRU¶VOHYHUDJH
LV QHJDWLYHO\ UHODWHG WR WKH IUDQFKLVHH¶V OHYHUDJH $QG WKLV HIIHFW LV VWUHQJWKHQHG E\ WKH
SHUFHQWDJHRIIUDQFKLVHGRXWOHWVYHUVXVFRPSDQ\RZQHGRXWOHWV)XUWKHUPRUHZHILQGWKDW
WKH IUDQFKLVRU¶VPDWXULW\ LV SRVLWLYHO\ UHODWHG WR WKH IUDQFKLVHH¶V OHYHUDJH7KLV LQGLFDWHV
WKDW ZKHQ WKH IUDQFKLVRU UHTXLUHV WKH IUDQFKLVHH WR EHDU KLJKHUORZHU OHYHUDJH WKH
IUDQFKLVRU ZLOO DOVR UDLVH PRUHOHVV ORQJWHUP GHEW LQ RUGHU WR VLJQDO WKHLU FUHGLEOH





LQ D IUDQFKLVLQJ VHWWLQJ $GGLWLRQDOO\ WKLV VWXG\ DGGV PRUH HPSLULFDO XQGHUVWDQGLQJ
UHJDUGLQJIUDQFKLVLQJLQ7KH1HWKHUODQGV
0RUHRYHU WKLV VWXG\ DGGUHVVHV WKH LVVXH RI WKH PL[WXUH RI FRPSDQ\RZQHG DQG
IUDQFKLVHG RXWOHWV LQ IUDQFKLVLQJ IURP D JRYHUQDQFH SHUVSHFWLYH DQG GHYHORSV DQ
LQFRPSOHWHFRQWUDFWLQJPRGHORIWKHHIILFLHQWJRYHUQDQFHVWUXFWXUHRID IUDQFKLVHV\VWHP
:H FRPSDUH ZKROO\IUDQFKLVHG V\VWHPV ZKROO\RZQHG V\VWHPV DQG PL[HGGXDO
GLVWULEXWLRQV\VWHPVDQGFLUFXPVWDQFHVDUHLGHQWLILHGZKHQGXDOGLVWULEXWLRQLVWKHXQLTXH
JRYHUQDQFH VWUXFWXUH WKDW LQGXFHV LQYHVWPHQW E\ WKH YDULRXV SDUWLHV H[DFWO\ ZKHQ LW LV
HIILFLHQW WR GR VR $ NH\ GLVWLQFWLRQ EHWZHHQ RXU WKHRU\ DQG SUHFHGLQJZRUN UHJDUGLQJ
IUDQFKLVLQJ LV WKDW ZH DFFRXQW H[SOLFLWO\ IRU DOO SRVVLEOH JRYHUQDQFH VWUXFWXUHV 7KLV LV
YDOXDEOHEHFDXVHWKHH[LVWLQJOLWHUDWXUHSURYLGHVH[SODQDWLRQVDVWRZK\ZKROO\RZQHGRU
ZKROO\IUDQFKLVHGVWUXFWXUHVH[LVWEXWQRWDPL[HGV\VWHPHJ/XW]$GGLWLRQDOO\
DQ LQFRPSOHWH FRQWUDFWLQJ SHUVSHFWLYH RQ IUDQFKLVLQJ LV DGYDQFHG ZKLOH WKH PDUNHWLQJ
OLWHUDWXUH RQ IUDQFKLVLQJ DQG FKDQQHOV KDV PDLQO\ XVHG FRPSOHWH FRQWUDFWLQJ SULQFLSDO
DJHQWPRGHOV HJ /DO  )LQDOO\PDQ\ DQDO\VHV RI IUDQFKLVH V\VWHPV FRQVLGHU WKH
LQFHQWLYHV WR LQYHVW IRU HLWKHU WKH IUDQFKLVRU RU WKH GLVWULEXWRUV 2XU PRGHO SURYLGHV D
XQLILHGWUHDWPHQWRIWKHLQFHQWLYHWRLQYHVWIRUWKHIUDQFKLVRUDVZHOODVWKHGLVWULEXWRUV
 2UJDQL]DWLRQRIWKH'LVVHUWDWLRQ
7KLV FKDSWHU FRQWDLQV DQ LQWURGXFWLRQ WR WKH UHVHDUFK VXEMHFW LQWURGXFHV WKH
SUREOHPV DQG RXWOLQHV WKH SRVVLEOH FRQWULEXWLRQV WR WKH IUDQFKLVLQJ OLWHUDWXUH WKDW WKLV
VWXG\KRSHV WRPDNH$EULHI UHYLHZRI WKH IUDQFKLVLQJ OLWHUDWXUH LV DOVR LQFOXGHG LQ WKLV
FKDSWHU&KDSWHU  GHYHORSV DPRGHO DQG K\SRWKHVHV LOOXVWUDWLQJ WKH VWUDWHJLF XVH RI WKH










DFTXLVLWLRQZLWKDVSHFLDO IRFXVRQ WKH IUDQFKLVRU¶VPDWXULW\EDVHGRQ'XWFK IUDQFKLVLQJ
GDWD&KDSWHU  HVWDEOLVKHV DQ LQFRPSOHWH FRQWUDFWLQJPRGHO WRGHPRQVWUDWH WKH HIILFLHQW
JRYHUQDQFHVWUXFWXUHFKRLFHLQDIUDQFKLVLQJV\VWHP7KHUHODWLRQVKLSEHWZHHQWKHVSHFLILF
LQYHVWPHQWV LQ D IUDQFKLVH V\VWHP DQG LWV HIILFLHQW JRYHUQDQFH VWUXFWXUH LV LQYHVWLJDWHG










RQ LW IURP WKH SHUVSHFWLYHV RI IRU H[DPSOH PDUNHWLQJ VWUDWHJ\ DQG HFRQRPLFV  7KH
IXQGDPHQWDO TXHVWLRQ RI ZK\ RUJDQL]DWLRQV FKRRVH WR IUDQFKLVH KDV EHHQ WKH VXEMHFW RI
FRQVLGHUDEOH WKHRUHWLFDO DQG HPSLULFDO LQYHVWLJDWLRQ +RZHYHU OLWWOH FRQVHQVXV KDV EHHQ
UHDFKHG 6KDQH ,QJHQHUDO WKH UHDVRQV IRU IUDQFKLVLQJ DUHJURXQGHG LQHLWKHU WKH
UHVRXUFHVFDUFLW\DUJXPHQWRUDJHQF\WKHRU\7KHUHVRXUFHVFDUFLW\DUJXPHQWVXJJHVWVWKDW
ILUPV XVH IUDQFKLVLQJ WR UHOLHYH ILQDQFLDO DQGPDQDJHULDO FRQVWUDLQWV LQRUGHU WR HQKDQFH
JURZWK$JHQF\ WKHRU\DUJXHVWKDWIUDQFKLVLQJLVXVHGWRLPSURYHWKHDOLJQPHQWEHWZHHQ
ILUP DQG RXWOHWOHYHO LQFHQWLYHV ,Q WKLV SDSHUZH DLP WR LQYHVWLJDWH D VSHFLILF DUJXPHQW
EDVHGRQUHVRXUFHVFDUFLW\WKHRU\
2[HQIHOGW DQG .HOO\ ¶V FODVVLF SDSHU UDLVHV WKH DUJXPHQW WKDW ILUPV IUDQFKLVH WR
DFFHVV VFDUFH UHVRXUFHV ,Q SDUWLFXODU ILQDQFLDO FRQVWUDLQWV ZRXOG LQGXFH IUDQFKLVLQJ
EHFDXVH WKH SDUWLDO ILQDQFLQJ E\ IUDQFKLVHHV OLPLWV WKH ILQDQFLQJ QHHGV RI IUDQFKLVRUV
+RZHYHU WKLVYLHZKDVEHHQ UHIXWHGE\5XELQ DQG1RUWRQ 7KHVHDXWKRUV
VXJJHVWWKDWIUDQFKLVHHFDSLWDOLVQRWOHVVH[SHQVLYHWKDQFDSLWDOIURPSDVVLYHVRXUFHVVXFK
DV OHQGHUVDQGVWRFNKROGHUV DQG WKHUHIRUHILQDQFLDOFDSLWDODFTXLUHPHQW IURPIUDQFKLVHHV
VLPSO\FDQQRWPRWLYDWHRUJDQL]DWLRQVWRFKRRVHIUDQFKLVLQJ,QWKLVVWXG\ZHSURSRVHWKDW
WKH VWUDWHJLF XVH RI IUDQFKLVHH GHEW OHYHOPD\ DIIHFW WKH IUDQFKLVRU¶V ILQDQFLQJ GHFLVLRQ
ZKLFKZLOOXOWLPDWHO\DIIHFWILUPYDOXH$QGWKLVILQDQFLQJGHFLVLRQPD\DOVRVXEWO\DIIHFW
WKH IUDQFKLVRU¶V IUDQFKLVLQJ SURSHQVLW\ DV WKH IUDQFKLVRU VHHV DQ LQFUHDVHG ILUP YDOXH
WKURXJKUHWDLQLQJDFHUWDLQUDWLRRIIUDQFKLVHGRXWOHWV
&KDSWHU
$FRPPRQSUDFWLFH LQ WKH IUDQFKLVLQJ LQGXVWU\ LV WKDW IUDQFKLVRUV LPSRVHD ORZHU
ERXQGDU\RQ WKH IUDQFKLVHHV¶SHUVRQDOFDSLWDO UHTXLUHG LQ WKH LQLWLDO WRWDO LQYHVWPHQW)RU
H[DPSOH 0F'RQDOG¶V UHTXLUHV D PLQLPXP RI RQH KXQGUHG WKRXVDQG GROODUV RI HTXLW\
LQYHVWPHQW ZKLFK LV DERXW WZHQW\ SHUFHQW RI WKH LQLWLDO WRWDO LQYHVWPHQW 6XEZD\
5HVWDXUDQWV UHTXLUHV IUDQFKLVHHV WR IXQG DERXW IRUW\ WKUHH SHUFHQW RI WKH WRWDO LQLWLDO
LQYHVWPHQW ZLWK WKHLU SHUVRQDO FDSLWDO &OHDUO\ WKH HTXLW\ UHTXLUHG E\ IUDQFKLVRUV LV DQ
LPSRUWDQW YDULDEOH LQ WKH FRQWUDFW RIIHUHG WR IUDQFKLVHHV%HFDXVHRI WKHYHUWLFDO UHODWLRQ
EHWZHHQ WKH IUDQFKLVRU DQG WKH IUDQFKLVHH WKH RSSRUWXQLW\ DULVHV IRU WKH IUDQFKLVRU WR
EHQHILWIURPWKLV)UDMDDQG3LJDPRGHOVXFKDUHODWLRQDQGDUJXHWKDWWKHXSVWUHDP












VXFK DV FRRSHUDWLYH DGYHUWLVLQJ DQG RQ WKH W\SH RI LQGXVWU\ WKH ILUP LV LQ :H WKHQ
FRPSDUH WKH DFWXDO PD[LPXP GHEW OHYHO LQ %RQG¶V )UDQFKLVH *XLGH ZLWK WKH HVWLPDWHG
PD[LPXP GHEW OHYHO DQG XVH WKLV GHYLDWLRQ DV DQ H[SODQDWRU\ YDULDEOH LQ WKH OHYHUDJH
UHJUHVVLRQIRUWKHIUDQFKLVRU:HILQGHYLGHQFHVXSSRUWLQJRXUSULPDU\SUHGLFWLRQWKDWWKH
IUDQFKLVRU¶VFDSLWDOVWUXFWXUHLVLQWHUUHODWHGZLWKWKHIUDQFKLVHH¶VFDSLWDOVWUXFWXUHGHFLVLRQ
0RUH VSHFLILFDOO\ ZH ILQG WKDW WKH IUDQFKLVRU¶V OHYHUDJH LV QHJDWLYHO\ UHODWHG WR WKH
GHYLDWLRQRIWKHIUDQFKLVHH¶VOHYHUDJH7KDWLVDVWKHIUDQFKLVRUVHWVDKLJKHUUHTXLUHPHQW
IRU WKH IUDQFKLVHH¶V HTXLW\ FRPSRQHQW WKDQ H[SHFWHG ORZHU PD[LPXP OHYHUDJH WKH
IUDQFKLVRULVDEOHWRUDLVHPRUHGHEWDQGVHL]HWD[EHQHILWV7KLVFRQILUPVRXUSURSRVLWLRQ






7KH VWUXFWXUH RI WKLV FKDSWHU LV DV IROORZV 6HFWLRQ  GLVFXVVHV WKH H[LVWLQJ
OLWHUDWXUH DQGK\SRWKHVHV DUH WKHQGHYHORSHG6HFWLRQGHVFULEHVRXU GDWD VHW DQG WKH
GHILQLWLRQV RI YDULDEOHV 6HFWLRQ  SURYLGHV VXPPDU\ VWDWLVWLFV DQG WKH UHJUHVVLRQ
DQDO\VHV6HFWLRQFRQFOXGHV
 /LWHUDWXUH5HYLHZDQG+\SRWKHVHV




IUDQFKLVLQJ FDQ UHGXFH DJHQF\ FRVWV E\ LPSURYLQJ ILUPOHYHO DQGRXWOHWOHYHO LQFHQWLYHV
0XFKRIWKHGHEDWHRYHU2[HQIHOGWDQG.HOO\¶VUHVRXUFHVFDUFLW\H[SODQDWLRQKDVFHQWHUHG
RQ FDSLWDO SURYLGHG E\ IUDQFKLVHHV WR IUDQFKLVRUV +RZHYHU VHYHUDO UHVHDUFKHUV KDYH
TXHVWLRQHG ZKHWKHU IUDQFKLVHH FDSLWDO LV OHVV H[SHQVLYH WKDQ WKH FDSLWDO IURP SDVVLYH
LQYHVWRUVVXFKDVVWRFNKROGHUVDQGGHEWKROGHUV1RUWRQ5XELQ5XELQ
DUJXHV WKDW WKH FDSLWDO VFDUFLW\ DUJXPHQW IRU IUDQFKLVLQJ FDQQRW EH UHOHYDQW EHFDXVH
IUDQFKLVHHV ZLOO IDFH JUHDWHU XQGLYHUVLILHG LQYHVWPHQW ULVNV DV WKH\ SODFH VXEVWDQWLDO




EHPRUHH[SHQVLYH+RZHYHU WKHDUJXPHQWVGLIIHU VLQFH IUDQFKLVHHFDSLWDO LV UHOHYDQW LQ
RXU VWXG\ DV WKH VWUDWHJLF XVH RI WKH IUDQFKLVHH¶V OHYHUDJH PD\ DIIHFW WKH IUDQFKLVRU¶V
ILQDQFLQJGHFLVLRQZKLFKPD\VXEWO\LQIOXHQFHWKHIUDQFKLVLQJGHFLVLRQ,QWKHUHPDLQGHU
RI WKLV VHFWLRQ ZH ZLOO ILUVW LQYHVWLJDWH WKH UHODWLRQ EHWZHHQ WKH IUDQFKLVHH¶V DQG WKH









WKH IUDQFKLVHHV OLPLWHG VSDFH IRU GHEW ILQDQFLQJ 7KLV SKHQRPHQRQ ZDV H[SODLQHG E\
:LOOLDPVRQIURPWKHSHUVSHFWLYHRIRQHVLGHGPRUDOKD]DUGZKHUHHTXLW\ILQDQFLQJ
LVXVHGDVDGHYLFHDJDLQVWTXDOLW\FKHDWLQJE\ IUDQFKLVHHV+HDUJXHV WKDW WKH IUDQFKLVHH
FDQGDPDJH WKHEUDQG LPDJHE\QRWPDLQWDLQLQJ WKHDJUHHGTXDOLW\ OHYHOZKHQTXDOLW\ LV
QRQFRQWUDFWDEOH 7KHUHIRUH IUDQFKLVRUV ZLOO UHTXLUH WKH IUDQFKLVHH WR ILQDQFH D VSHFLILF




FDQ LQFUHDVH D GRZQVWUHDP SDUW\¶V EDQNUXSWF\ ULVNV DQG WKHUHIRUH UHGXFH WKH XSVWUHDP
SDUW\¶V H[SHFWHG YDOXH &RQVHTXHQWO\ WKH XSVWUHDP SDUW\ KDV WR LPSRVH D OLPLW RQ WKH
GRZQVWUHDPSDUW\¶VXVHRIGHEWILQDQFLQJ
7KHDERYHPHQWLRQHGVWXGLHVPHUHO\IRFXVRQKRZDQGZK\DIUDQFKLVHH¶VOHYHUDJH
VKRXOG EH OLPLWHG WR D ORZHU ERXQGDU\ ZKHUHDV WKH VWXGLHV GR QRW DFFRXQW IRU WKH
SKHQRPHQRQWKDWDIUDQFKLVRU¶VOHYHUDJHFDQDOVREHLQIOXHQFHGE\WKHOLPLWDWLRQVLPSRVHG
RQ WKHIUDQFKLVHH¶VGHEW OHYHO:HKHUHVXJJHVW WKDW WKHIUDQFKLVRU¶VFDSLWDOVWUXFWXUHFDQ
EHLQWHUDFWLYHO\UHODWHGWRWKHIUDQFKLVHH¶VFDSLWDOVWUXFWXUH$FFRUGLQJWRWKHDUJXPHQWVRI
)UDMD DQG 3LJD  DQG :LOOLDPVRQ  WKH IUDQFKLVHH¶V GHEW UDWLR VKRXOG EH
UHVWULFWHG VXFK WKDW IUDQFKLVRUV FDQ UHGXFH WKHLU EXVLQHVV ULVN :KHQ WKH IUDQFKLVHH¶V
PD[LPXP OHYHUDJH LV VHWEHORZHFRQRPLFDOO\RSWLPDO OHYHOV IURP WKHSHUVSHFWLYHRI WKH







+\SRWKHVLV  7KH IUDQFKLVRU¶V OHYHUDJH LV QHJDWLYHO\ UHODWHG WR WKH GHYLDWLRQ
EHWZHHQ WKH IUDQFKLVHH¶V PD[LPXP OHYHUDJH DQG WKH RSWLPDO OHYHO RI WKH IUDQFKLVHH¶V
PD[LPXPOHYHUDJH
)XUWKHUPRUHZHH[SHFW WKDW WKHUHODWLRQ LQ+\SRWKHVLV LVPRUHSURQRXQFHG LQD
IUDQFKLVHFKDLQZLWKUHODWLYHO\PRUHIUDQFKLVHHVYLVjYLVZKROO\RZQHGXQLWV7KHUHDVRQ
LV WKDWD IUDQFKLVRU LQDFKDLQZLWKPRUH IUDQFKLVHHVEHQHILWVPRUH IURPWKHUHGXFWLRQ LQ
ILQDQFLDOGLVWUHVVE\IRUFLQJIUDQFKLVHHVWRKDYHEHORZRSWLPDOGHEWOHYHOVFRPSDUHGZLWK
FKDLQVZLWKIHZHUIUDQFKLVHGXQLWV








$FFRUGLQJ WR %ULFNOH\ DQG 'DUN  IUDQFKLVHHV IDFH WKH ULVNV RI DQ
XQGLYHUVLILHGLQYHVWPHQWEHFDXVHDODUJHSDUWRIWKHLUSHUVRQDOZHDOWKDQGIXWXUHLQFRPH
DUHWLHGWRWKHIUDQFKLVHRXWOHW)RUODUJHURXWOHWVWKHLQLWLDOLQYHVWPHQWUHTXLUHGWRRSHQLW
ZLOO EH DFFRUGLQJO\ ODUJHU ZKLFK LPSOLHV PRUH LQYHVWPHQW ULVNV IRU ULVNDYHUVH





UHGXFH WKHXVHRIGHEW ILQDQFLQJ WRPLQLPL]H WKH WRWDO ULVNV0RUHRYHU WKHHIIHFW LVYHU\
UHOHYDQWLQIUDQFKLVLQJZKLFKLVDOVRFRQVLGHUHGWRLQYROYHDODUJHSURSRUWLRQRIUHODWLRQ
VSHFLILF DVVHWV RU ILUPVSHFLILF DVVHWV GXH WR LWV KLJKEUDQGQDPHFDSLWDO JHQHUDWLQJKLJK
DVVHW VSHFLILFLW\ %ULFNOH\ DQG 'DUN  .OHLQ  0LQNOHU DQG 3DUN 









7KHQXPEHURI \HDUV D IUDQFKLVRU LV DFWLYH LQ WKH IUDQFKLVHEXVLQHVV UHIOHFWV WKHLU
H[SHULHQFH 7KH IUDQFKLVRU KDV DFFXPXODWHG D JUHDW GHDO RI RSHUDWLQJ NQRZOHGJH
FDSDELOLWLHV DQG UHLQIRUFHG EUDQG QDPH YDOXH DQG WKHUHIRUH IDFHV IHZHU SUREOHPV RI





)UDQFKLVRUVFKDUJHDRQHWLPH OXPSVXPIUDQFKLVH IHHDQGDQRQJRLQJ\HDUO\ IHH
ZKLFK DUH WKH PDLQ VRXUFHV RI UHYHQXHV IRU WKH IUDQFKLVRUV 7KH \HDUO\ IHH JLYHV
IUDQFKLVRUVWKHLQFHQWLYHWRGHYRWHWKHPVHOYHVWRDFWLRQVWKDWPD\LPSURYHWKHIUDQFKLVHHV¶







WR WKH IUDQFKLVRU IRU FRPSHQVDWLQJ IRU WKHLU ILUPVSHFLILF NQRZOHGJH WUDQVIHUUHG WR WKH
IUDQFKLVHH$KLJKHUIUDQFKLVRU¶VEUDQGQDPHFDSLWDOPD\OHDGWRKLJKHUIUDQFKLVHIHHVGXH
WR WKH KLJKHU UHQWV JHQHUDWHG E\ WKHLU ILUPVSHFLILF NQRZKRZ$ IUDQFKLVRUPD\ UHFRYHU
WKHLU VSHFLILF LQYHVWPHQW WKURXJK WKH LQLWLDO IUDQFKLVH IHH WKHUHIRUH WKH IUDQFKLVH IHH LV
SURSRVHGWREHSRVLWLYHO\UHODWHGWRWKHOHYHORIIUDQFKLVRUVSHFLILFLQYHVWPHQW/DIRQWDLQH
'QHVDQG%HUFRYLW]$VWKHIUDQFKLVRU¶VVSHFLILFLQYHVWPHQWVLQFUHDVH
IUDQFKLVH IHHV LQFUHDVH DQG DFFRUGLQJO\ WKH IUDQFKLVHH¶V ILUPVSHFLILF LQYHVWPHQW
LQFUHDVHV6LQFHKLJKDVVHW VSHFLILFLW\GHWHUVGHEW ILQDQFLQJ :LOOLDPVRQZH WKXV
H[SHFWDQHJDWLYHUHODWLRQEHWZHHQIUDQFKLVHIHHDQGDIUDQFKLVHH¶VRSWLPDOOHYHUDJH
&RRSHUDWLYHDGYHUWLVLQJ
,Q IUDQFKLVLQJ SUDFWLFH IUDQFKLVRUV FDQ FRPSHQVDWH RU SD\ IRU D IUDFWLRQ RI LWV
IUDQFKLVHH¶V ORFDO DGYHUWLVLQJ DQG SURPRWLRQ H[SHQVHV ZKLFK LV FDOOHG FRRSHUDWLYH
DGYHUWLVLQJ'DQWDQG%HUJHUFODLPWKDWVRPHIUDQFKLVRUVDUHQRWYHU\LQWHUHVWHGLQ








7KH ,QWHUQDWLRQDO )UDQFKLVH $VVRFLDWLRQ ,)$ ZDV HVWDEOLVKHG WR EXLOG DQG
PDLQWDLQDIDYRUDEOHHFRQRPLFDQGUHJXODWRU\FOLPDWHIRUIUDQFKLVLQJ,)$PHPEHUVQHHG
DELGHE\WKH,)$¶VFRGHRIHWKLFV%HLQJDPHPEHURI,)$PD\HQWDLOEHWWHUSHUIRUPDQFH
FUHGLELOLW\ DQG UHOLDELOLW\ WKHUHIRUH WKH IUDQFKLVH QHWZRUNPD\ IDFH IHZHUEXVLQHVV ULVNV




)XUWKHUPRUH LW LV FRPPRQ SUDFWLFH WKDW IUDQFKLVRUV RIIHU ILQDQFLDO DQG OHDVH
DVVLVWDQFH WR IUDQFKLVHHV $OWKRXJK ZH KDYH QR VWURQJ SUHGLFWLRQV UHJDUGLQJ WKHVH
YDULDEOHVZHGRLQFOXGHWKHPDVFRQWUROYDULDEOHV
 7KH'HWHUPLQDQWVRI)UDQFKLVRU&DSLWDO6WUXFWXUH










DOVR KDYH UHODWLYHO\ ORZHU GLUHFW FRVWV RI EDQNUXSWF\ 0F&RQQHOO DQG 3HWWLW 
&RQVHTXHQWO\ VPDOO ILUPV FDQ DFFHVV OHVV FDSLWDO RU WKH\ DUH RIIHUHG FDSLWDO DW
FRQVLGHUDEO\ KLJKHU FRVWV FRPSDUHG WR ODUJH ILUPV ZKLFK GLVFRXUDJHV WKH XVH RI GHEW
ILQDQFLQJ 7KHUHIRUH ILUP VL]H LV H[SHFWHG WR EH SRVLWLYHO\ UHODWHG WR D IUDQFKLVRU¶V
OHYHUDJH
7DQJLELOLW\
7KH WDQJLELOLW\ RI DVVHWV LV DQ LPSRUWDQW IDFWRU DIIHFWLQJ GHEW ILQDQFLQJ 6HYHUDO
WKHRULHVVXJJHVWDSRVLWLYHFRUUHODWLRQEHWZHHQWKHDVVHWV¶WDQJLELOLW\DQGOHYHUDJH0RUH
WDQJLEOHDVVHWVPD\OHDGWRPRUHGHEWVEHFDXVHWDQJLEOHDVVHWVFDQEHXVHGWRFROODWHUDOL]H
WKH GHEW ZKLFK WKHUHE\ UHGXFHV EDQNUXSWF\ FRVWV )XUWKHUPRUH DJHQF\ DQG DV\PPHWULF
LQIRUPDWLRQWKHRULHVDOVRVXSSRUWWKHDERYHUHODWLRQ7DQJLEOHDVVHWVFDQEHXVHGWROHVVHQ
DJHQF\ FRVWV VWHPPLQJ IURP WKH PRQLWRULQJ FRVW LQFXUUHG E\ GHEWKROGHU DQG




H[SHFWHG WKDW ILUPVZKLFKSRVVHVV IL[HGDVVHWVZLWKD KLJKHUFROODWHUDOYDOXHZLOOKDYH D
KLJKHUOHYHORIOHYHUDJHLQWKHLUFDSLWDOVWUXFWXUH
0DUNHWWRERRNUDWLR





RI WKHVH GHEWKROGHUV 'HEWKROGHUV LQ WXUQ ZLOO UHDFW ZLWK WKH XVH RI FRYHQDQWV DQG
PRQLWRULQJ GHYLFHV 7KLV LV HVSHFLDOO\ WKH FDVH LQ JURZLQJ ILUPV VLQFH WKH\ KDYH PRUH
IOH[LELOLW\LQWKHFKRLFHRI IXWXUHLQYHVWPHQWV7LWPDQDQG:HVVHOV0\HUV
DUJXHVWKDWWKHILUP¶VLQYHVWPHQWLQDVVHWVZLWKKLJKJURZWKRSSRUWXQLWLHVLVOHVVOLNHO\WR
EH ILQDQFHGZLWKGHEW GXH WR WKH VHYHUHSUREOHPVRI XQGHULQYHVWPHQWZKLFK LQGLFDWHV D
QHJDWLYH UHODWLRQ EHWZHHQ OHYHUDJH DQG JURZWK RSSRUWXQLW\ 7KH PDUNHWWRERRN UDWLR




SURILWDELOLW\ DQG FDSLWDO VWUXFWXUH 3HFNLQJ RUGHU WKHRU\ SUHGLFWV WKDW ILUPV SUHIHU WR XVH
LQWHUQDOILQDQFLQJILUVWO\WKHQGHEWDQGILQDOO\HTXLW\ILQDQFLQJZKLFKLVGXHWRWKHKLJK











ILUPVKRXOGEHILQDQFHGE\GHEW LQRUGHU WREHQHILW IURPWKLV WD[GHGXFWLELOLW\RI LQWHUHVW
SD\PHQWV+RZHYHULQWHUHVWSD\PHQWVDUHQRWWKHRQO\VRXUFHRIWD[GHGXFWLRQIRUILUPV
'H$QJHORDQG0DVXOLV DUJXH WKDWQRQGHEW WD[ VKLHOGVVXFKDV LQYHVWPHQWFUHGLWV
DQG GHSUHFLDWLRQ DUH VXEVWLWXWHV IRU GHEW WD[ VKLHOGV $V D FRQVHTXHQFH WKH SUHVHQFH RI
QRQGHEWWD[VKLHOGVKDVDQHJDWLYHHIIHFWRQOHYHUDJHLQILUPV0RUHRYHULQFUHDVLQJGHEW





'LYLGHQGSD\LQJ ILUPV DUHXVXDOO\ OHVV ILQDQFLDOO\ FRQVWUDLQHG WKDQQRQGLYLGHQG
SD\LQJILUPV$FFRUGLQJWRWKHSHFNLQJRUGHUWKHRU\XQFRQVWUDLQHGILUPVDUHH[SHFWHGWR
EH OHVV GHSHQGHQW RQ GHEW &RQVHTXHQWO\ GLYLGHQG SD\LQJ LV QHJDWLYHO\ UHODWHG ZLWK
IUDQFKLVRUOHYHUDJH)DPDDQG)UHQFK
3HUFHQWDJHRIIUDQFKLVHGRXWOHWV
)LQDOO\DFFRUGLQJ WR WKHDUJXPHQWVRIFDSLWDO VFDUFLW\ ILUPV IUDQFKLVH LQRUGHU WR
DFFHVV VFDUFH UHVRXUFHV ILQDQFLDO DQG PDQDJHULDO RQHV LQ RUGHU WR H[SDQG UDSLGO\
2[HQIHOGW DQG.HOO\  )UDQFKLVHHV DUH GHHPHG WR EH D FKHDS ILQDQFLQJ UHVRXUFH
WKH\ VXSSO\ FDSLWDO WKURXJK WKH IUDQFKLVH IHH DQG WKHLU LQYHVWPHQW LQ LQGLYLGXDO RXWOHWV
&RPEV DQG .HWFKHQ  DUJXH WKDW IUDQFKLVHH FDSLWDO FDQ EH HYHQ FKHDSHU WKDQ WKH
FDSLWDO IURP ILQDQFLDOPDUNHWV GXH WR WKH SUREOHPRI DGYHUVH VHOHFWLRQZKLFK JHQHUDWHV
DJHQF\FRVWV,IWKHDERYHDUJXPHQWLVWUXHIUDQFKLVRUVZLWKPRUHIUDQFKLVHGRXWOHWVZRXOG








)UDQFKLVH*XLGH ´ ZKLFK JLYHV GHWDLOHG IUDQFKLVRU SURILOHV 7KH ERRN FRYHUV









:H XVH PD[LPXP IUDQFKLVHH¶V OHYHUDJH 0D[ /HYHUDJH DV WKH SUR[\ RI
IUDQFKLVHH¶V OHYHUDJH GXH WR WKH XQDYDLODELOLW\ RI DFWXDO IUDQFKLVHH¶V OHYHUDJH 0D[










DQG /HDVH $VVLVWDQFH DUHPHDVXUHG E\ GXPP\ YDULDEOHV ,QGXVWU\ LV DOVR LQFOXGHG DV D
FRQWURO YDULDEOH DQG VHYHQ FDWHJRULHV DUHGHILQHG QRQIRRG UHWDLOLQJ UHJXODU UHVWDXUDQW
&KDSWHU


















7DEOHVDQGSURYLGH WKH VXPPDU\VWDWLVWLFVDQGFRUUHODWLRQPDWULFHVRI WKH
YDULDEOHV LQ RXU VWXG\7KH DYHUDJHPD[LPXP IUDQFKLVHH OHYHUDJH LV ZKLFKPHDQV
WKDWRQDYHUDJHRIWKHLQLWLDOWRWDOLQYHVWPHQWVLVDOORZHGWREHILQDQFHGE\GHEW7KH
IUDQFKLVRUV¶ DYHUDJH H[SHULHQFH LQ IUDQFKLVLQJ LV  \HDUV $ IUDQFKLVHH QHHGV WR SD\ D
IUDQFKLVRURQDYHUDJH LQRUGHU WREHJUDQWHGDXWKRUL]DWLRQ WRKROG WKH IUDQFKLVH
7KHIUDQFKLVHHDOVRQHHGV WRSD\RI WKHDQQXDOVDOHV LQFOXGLQJDGYHUWLVLQJ IHHV WR














2XWOHWVL]H 2XWOHW¶VLQLWLDOWRWDOLQYHVWPHQWLQVRIGROODUV   















DOORZHG   
)LQDQFLDODVVLVWDQFH 'XPP\LIILQDQFLDODVVLVWDQFHSUHVHQW   
/HDVHDVVLVWDQFH 'XPP\LIOHDVHDVVLVWDQFHSUHVHQW   
3DQHO%)UDQFKLVHH&RUUHODWLRQ0DWUL[1 
          
 0D[LPXPOHYHUDJH         
 2XWOHWVL]H         
 )UDQFKLVHDJH

        
 (QWU\IHH 

       
 <HDUO\IHH   

     



































9DULDEOHQDPH 9DULDEOHGHVFULSWLRQ 0HDQ 0HGLDQ 6WG'HYLDWLRQ
0DUNHWOHYHUDJH 7RWDOGHEWRYHUWKHPDUNHWYDOXHRIWRWDODVVHWV   
)LUPVL]H %RRNYDOXHRIWRWDODVVHWVLQPLOOLRQVRIGROODUV   
7DQJLELOLW\ 5DWLRRIIL[HGDVVHWVWRWRWDODVVHWV   
07% 0DUNHWYDOXHWRERRNYDOXH   
3URILWDELOLW\ 3UHGHSUHFLDWLRQRSHUDWLQJLQFRPHWRWRWDODVVHWV   
'LYLGHQGSD\LQJ 'XPP\LIGLYLGHQGSDLG   
1'76 5DWLRRIGHSUHFLDWLRQWRWRWDODVVHWV   
3HUFHQWDJHIUDQFKLVHG 5DWLRIUDQFKLVHGRXWOHWVWRWRWDOQXPEHURIRXWOHWV   
3DQHO%)UDQFKLVRU&RUUHODWLRQ0DWUL[1 
         
 0DUNHWOHYHUDJH        
 )LUPVL]H        
 7DQJLELOLW\ 

      
 07%        




    

































)HH ȕ,)$0HPEHU ȕ&RRSHUDWLYH$GYHUWLVLQJ ȕ)LQDQFLDO$VVLVWDQFH ȕ/HDVH
$VVLVWDQFHİ
7DEOH  FRQWDLQV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV ,Q PRGHO  ZH UXQ D
UHJUHVVLRQRIRXWOHWVSHFLILF IDFWRUVRQ WKH IUDQFKLVHH¶V OHYHUDJH$ ILUP¶V,QGXVWU\KDVD




WKDW WKH ILUVW WKUHH LQGXVWULHV QHHG D ODUJH DPRXQW RI LQYHVWPHQW LQ IL[HG DVVHWVZKLOH D
SXUHO\VHUYLFHLQGXVWU\UHTXLUHVOHVV )L[HGDVVHWVFDQEHXVHGDVFROODWHUDOVUHVXOWLQJLQ
ORZHU DJHQF\ FRVWV DQG EDQNUXSWF\ FRVWV OHDGLQJ LQ WXUQ WR KLJKHU GHEW UDWLRV
)XUWKHUPRUH2XWOHW6L]HVKRZVDVWURQJDQGSRVLWLYHHIIHFWW RQWKHIUDQFKLVHH¶V
OHYHUDJH7KXVRXUUHVXOWVXSSRUWVWKHFRQYHQWLRQDODUJXPHQWWKDWGHEWLQFUHDVHVZLWKILUP




$JH ZKLFK KDV D VWURQJ DQG SRVLWLYH HIIHFW W    7KLV PHDQV WKDW WKH IUDQFKLVH
FKDLQ¶V H[SHULHQFH GRHV RIIHU IUDQFKLVHHV PRUH VHFXULW\ RU PRUH DFFHVV WR WKH ILQDQFLDO
PDUNHWVDQGDFFRUGLQJO\OHDGVIUDQFKLVHHVWRDKLJKHUOHYHUDJH(QWU\)HHDQG<HDUO\)HH



















































)LQDQFLDODVVLVWDQFH   
/HDVHDVVLVWDQFH   
$GMXVWHG5   
2EVHUYDWLRQV   
7KLVWDEOHSUHVHQWVWKHK\SRWKHVHVDQGUHJUHVVLRQUHVXOWVIRUWKHGHWHUPLQDQWVRIWKH
PD[LPXP IUDQFKLVHH GHEW UDWLR 7KH VHFRQG FROXPQ FRQWDLQV WKH H[SHFWHG VLJQV
ZKHUHµ¶ LPSOLHVDQH[SHFWHGSRVLWLYHHIIHFWDQGµ¶ LPSOLHVDQH[SHFWHGQHJDWLYH
HIIHFW :H HPSOR\ 1HZH\:HVW VWDQGDUG HUURUV WR FRQWURO IRU KHWHURJHQHLW\ DQG






,Q PRGHO  ZH LQFOXGH WKH IRXU GXPP\ YDULDEOHV ,)$0HPEHU &RRSHUDWLYH
$GYHUWLVLQJ)LQDQFLDO$VVLVWDQFHDQG/HDVH$VVLVWDQFH$IWHUDGGLQJWKHVHIRXUYDULDEOHV
WKH PRGHO LV VWDEOH WKH FRHIILFLHQWV DQG WKH VLJQLILFDQFH OHYHOV RI WKH UHPDLQLQJ PDMRU





PRUH HTXLW\ LQ WKH LQYHVWPHQW LQ RUGHU WR FRXQWHUEDODQFH WKH PRUDO KD]DUG ULVN GXH WR
DOORZLQJ FRRSHUDWLYH DGYHUWLVLQJ WKH YDULDEOH &RRSHUDWLYH $GYHUWLVLQJ DOVR KDV D
VLJQLILFDQWO\ QHJDWLYH LQIOXHQFH W    RQ WKH IUDQFKLVHH¶V GHEW OHYHO )LQDQFLDO
$VVLVWDQFHKDVDVLJQLILFDQWUHVXOWW )LQDOO\/HDVH$VVLVWDQFHDOVRVLJQLILFDQWO\
DQGSRVLWLYHO\W DIIHFWVWKHIUDQFKLVHH¶VGHEWOHYHO
,Q RUGHU WR WHVW WKH K\SRWKHVHV RQ WKH LQWHUDFWLRQ EHWZHHQ IUDQFKLVRU¶V DQG
IUDQFKLVHH¶V FDSLWDO VWUXFWXUH ZH QHHG WR SUHGLFW WKH RSWLPDO IUDQFKLVHH¶V OHYHUDJH:H
VHSDUDWHO\SUHGLFWHGWKHIUDQFKLVHH¶VRSWLPDOOHYHUDJHEDVHGRQPRGHOVDQGDQGGLG
D SDLU VDPSOH WWHVW :H IRXQG QR VWDWLVWLFDOO\ VLJQLILFDQW GLIIHUHQFH EHWZHHQ WKH WZR
SUHGLFWHGOHYHUDJHVDQGGHFLGHGWRFRQWLQXHZLWKPRGHOIRUIXUWKHUDQDO\VLV
'HWHUPLQDQWVRIWKHIUDQFKLVRU¶VFDSLWDOVWUXFWXUH
,Q WKLV VHFWLRQ ZH SHUIRUP UHJUHVVLRQ DQDO\VHV RI FKDLQVSHFLILF IDFWRUV RQ
IUDQFKLVRU¶VFDSLWDOVWUXFWXUHEDVHGRQVWDQGDUGFDSLWDOVWUXFWXUHWKHRULHV7RHVWLPDWHWKH
IUDQFKLVRU¶VOHYHUDJHZHXVHWKHIROORZLQJUHJUHVVLRQPRGHO
)UDQFKLVRU /HYHUDJH   ȕ  ȕ)LUP6L]H ȕ7DQJLELOLW\  ȕ )XWXUH *URZWK

























































3HUFHQWDJHIUDQFKLVHG    


'HYLDWLRQ&KDLQORZ     
'HYLDWLRQ&KDLQKLJK     
$GMXVWHG5     
2EVHUYDWLRQV     
7KLVWDEOHSUHVHQWVWKHK\SRWKHVHVDQGUHJUHVVLRQUHVXOWVIRUWKHGHWHUPLQDQWVRIIUDQFKLVRU¶V
OHYHUDJH7KHQXPEHURIREVHUYDWLRQVLVORZHUWKDQLQWKHIUDQFKLVHHUHJUHVVLRQVLQFHLQVRPH
FDVHV PXOWLSOH IUDQFKLVHH FKDLQV EHORQJ WR RQH IUDQFKLVRU )RU D IUDQFKLVRU ZLWK PXOWLSOH
IUDQFKLVHHV LQ D JLYHQ \HDU ZH WDNH WKH DYHUDJH GHYLDWLRQ &KDLQKLJK ,I 3HUFHQWDJH










7DEOH  FRQWDLQV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV UHJDUGLQJ IUDQFKLVRU¶V
OHYHUDJH ,QPRGHO ZH ILUVWO\ WHVW WKH IUDQFKLVRU¶V OHYHUDJHEDVHGRQ FODVVLFDO FDSLWDO
VWUXFWXUH WKHRULHV IROORZLQJ 5DMDQ DQG =LQJDOHV  DQG DGG WKH YDULDEOH GHYLDWLRQ
)LUVWRIDOOZHILQGWKDWWKHYDULDEOH'HYLDWLRQKDVDYHU\VWURQJDQGQHJDWLYHW 
LPSDFWRQIUDQFKLVRU¶V OHYHUDJHZKLFK LV LQ OLQHZLWK+WKDW WKH IUDQFKLVRU¶V WRWDOGHEW
OHYHOLVQHJDWLYHO\DIIHFWHGE\WKHVHWWLQJRIWKHIUDQFKLVHH¶VGHEWOHYHO7KLVFRQILUPVWKDW
WKHIUDQFKLVRUGRHVDLPWRLPSRVHDORZHUOLPLWRQIUDQFKLVHH¶VGHEWOHYHOVRWKDWWKH\FDQ
UDLVH PRUH GHEW DQG VHL]H WD[ EHQHILWV 0RUHRYHU DV ZH H[SHFWHG WKH FRHIILFLHQW RI
7DQJLELOLW\ LV VWDWLVWLFDOO\ VLJQLILFDQW W    DQG FRQVLVWHQW ZLWK RXU SUHGLFWLRQ
WDQJLEOHDVVHWVFDQEHXVHGDVFROODWHUDOVDQGPLWLJDWHWKHOHQGHU¶VULVNVRIVXIIHULQJDJHQF\




ZKLFK LPSOLHV WKDW GLYLGHQG SD\LQJ ILUPV KDYH KLJKHU UHWDLQHG HDUQLQJV DQG WKHUHIRUH
SUHIHULQWHUQDOILQDQFLQJWRRXWVLGHILQDQFLQJ1'76KDVQRLPSDFWRQIUDQFKLVRUOHYHUDJH
0RUHRYHU WKH FRHIILFLHQWV RI RWKHU YDULDEOHV H[FHSW 6L]H LQ VSHFLILFDWLRQ  UHPDLQ




 ,Q PRGHO  WKH YDULDEOH 3HUFHQWDJH )UDQFKLVHG LV DGGHG WR WHVW WKH FDSLWDO





GLIIHUHQW HIIHFWV RI 'HYLDWLRQ LQ KLJKORZ QXPEHUV RI IUDQFKLVHG XQLWV  7KH UHDVRQ IRU




7KH UHVXOWV LQ PRGHO  FRQILUPHG RXU SUHGLFWLRQ 7KH LQWHUDFWLRQ WHUP





,Q WKLV VWXG\ ZH LQYHVWLJDWH WKH GHWHUPLQDQWV RI IUDQFKLVHH¶V DQG IUDQFKLVRU¶V
FDSLWDOVWUXFWXUHVDQGSURSRVHWKDWWKHVWUDWHJLFXVHRIIUDQFKLVHH¶VFDSLWDOVWUXFWXUHDIIHFWV
WKH IUDQFKLVRU¶V GHFLVLRQ RI ILQDQFLQJ DQG LWV SRWHQWLDO LQIOXHQFH RQ WKH SURSHQVLW\ WR
IUDQFKLVH7KHSULPDU\JRDORIWKLVVWXG\LVWRH[DPLQHZKHWKHUIUDQFKLVRUVLPSRVHDOLPLW
RQ WKH IUDQFKLVHH¶V GHEW OHYHO LQ RUGHU WR WDNH WD[ EHQHILWV DQG FRQVHTXHQWO\ KRZ WKLV
DIIHFWV WKH IUDQFKLVRU¶V ILQDQFLQJ GHFLVLRQ 6HFRQGO\ WKH VWXG\ DOVR LQYHVWLJDWHV ZKDW
IDFWRUV DIIHFW WKH IUDQFKLVHH¶V DQG WKH IUDQFKLVRU¶V FDSLWDO VWUXFWXUHV 7KH UHVXOWV RI WKLV
VWXG\ SURYLGH HPSLULFDO VXSSRUW IRU )UDMD DQG 3LJD ¶V PRGHO WKDW LQ D YHUWLFDO
UHODWLRQVKLS WKH XSVWUHDP SDUW\ VWUDWHJLFDOO\ XVHV WKH GRZQVWUHDP SDUW\¶V GHEW OHYHO WR
UHGXFHRSHUDWLQJULVNDQGUDLVHSURILWV







0RUHRYHU RXU UHVXOWV VXSSO\ D SUHOLPLQDU\ XQGHUVWDQGLQJ RI WKH GHWHUPLQDQWV RI
IUDQFKLVHH¶V FDSLWDO VWUXFWXUH:H ILQG WKDW WKHRXWOHWVSHFLILF IDFWRUV OLNHRXWOHW VL]H DQG








FDSLWDO VWUXFWXUH WKHRULHV :H ILQG WKDW WKH LPSDFW RI ILUPVSHFLILF IDFWRUV OLNH VL]H
WDQJLELOLW\ GLYLGHQG SD\LQJ DQG SHUFHQWDJH RI IUDQFKLVHG RXWOHWV DUH VLJQLILFDQW DQG
FRQVLVWHQW ZLWK WKH SUHGLFWLRQV RI FRQYHQWLRQDO FDSLWDO VWUXFWXUH WKHRULHV OLNH WD[ DQG
EDQNUXSWF\ WKHRU\VWDWLF WUDGHRII WKHRU\SHFNLQJRUGHU WKHRU\HWF0RUHRYHU WKHVWXG\
DGGV D QHZ EXW VXEWOH ZD\ RI VWXG\LQJ WKH IUDQFKLVLQJ SURSHQVLW\ LQ DGGLWLRQ WR WKH
SUHYLRXVSURSRVLWLRQVEDVHGRQDJHQF\WKHRU\DQGWKHUHVRXUFHEDVHGYLHZ'LIIHUHQWIURP








ILUPV FRPSDUHG WR ODUJH SXEOLF ILUPV )XWXUH VWXGLHV VKRXOG EH FRQGXFWHG WR VHH LI WKLV
SURSRVLWLRQKROGV IRUVPDOO ILUPV6HFRQGO\ WKH LQIOXHQFHRI ORQJWHUPYHUVXVVKRUWWHUP
GHEWZDVQRWFRQVLGHUHG,QWKHIXWXUHPDWXULW\VWUXFWXUHVKRXOGEHLQFRUSRUDWHGLQWRWKH
PRGHO DV ZHOO 7KLUGO\ WKH VWXG\ XVHV WKH SRROHG UHJUHVVLRQPHWKRG GXH WR WKH OLPLWHG












(YHU VLQFH2[HQIHOGW DQG.HOO\  SURSRVHG WKDW ILUPV IUDQFKLVH LQ RUGHU WR
DFFHVVVFDUFHILQDQFLDODQGPDQDJHULDOUHVRXUFHVPDQ\UHVHDUFKHUVKDYHTXHVWLRQHGWKHLU
SRLQWRIYLHZHJ1RUWRQDQG5XELQ5XELQDUJXHGWKDWIUDQFKLVHHV
IDFHG PRUH XQGLYHUVLILHG LQYHVWPHQW ULVNV ZKHQ LQYHVWLQJ D VLJQLILFDQW SRUWLRQ RI WKHLU
SHUVRQDOZHDOWKLQRQHRUDIHZRXWOHWV$VDUHVXOWLWLVPRUHOLNHO\WKDWWKHIUDQFKLVHHZLOO
GHPDQG D ULVN SUHPLXP RQ WKHLU FDSLWDO DERYH ZKDW SDVVLYH LQYHVWRUV PLJKW H[SHFW
+RZHYHU LQ &KDSWHU 7ZR ZH UHLQYHVWLJDWHG WKH UROH RI ILQDQFLQJ LQ IUDQFKLVLQJ DQG
SURSRVHG WKDW IUDQFKLVHH ILQDQFLQJ PLJKW EH XVHG VWUDWHJLFDOO\ WR LQFUHDVH ILUP YDOXH
ZKLFK PD\ KDYH D VXEWOH LPSDFW RQ RUJDQL]DWLRQV¶ SURSHQVLW\ WR FKRRVH D IUDQFKLVLQJ
VWUXFWXUH:HVXJJHVW WKDWRUJDQL]DWLRQVFKRRVH WR IUDQFKLVH LQRUGHU WREHQHILW IURP WKH
RSSRUWXQLW\ WR DOORZ IUDQFKLVHHV WR KDYH D VKLHOG DJDLQVW RSHUDWLRQDO ULVNV VXFK WKDW WKH
IUDQFKLVRUFDQEHDUPRUHGHEWDQGHQKDQFHWKHLUYDOXHE\WDNLQJWD[GHGXFWLRQEHQHILWVLQ
LQWHUHVWSD\PHQWV,Q&KDSWHU7ZRZHIRXQGWKDWWKHIUDQFKLVRU¶VOHYHUDJHZDVQHJDWLYHO\
UHODWHG WR WKH IUDQFKLVHH¶V PD[LPXP OHYHUDJH DOORZHG E\ WKH IUDQFKLVRU 7KXV DV WKH
IUDQFKLVRUVHWVDQXSSHUOLPLWRQWKHIUDQFKLVHH¶VGHEWUDWLR WKHIUDQFKLVRUFDQUDLVHPRUH
GHEWDQGWKHUHIRUHJDLQVWD[EHQHILWVVLQFHLQWHUHVWSD\PHQWVDUHWD[GHGXFWLEOH
,Q WKLVFKDSWHUZHZLOO IXUWKHU LQYHVWLJDWH WKHSURSRVLWLRQVUDLVHG LQ&KDSWHU7ZR
IRUWKUHHSXUSRVHV)LUVWO\ZHZLOOEDVHRXUVWXG\RQ'XWFKIUDQFKLVLQJILUPVLQRUGHUWR





7KLV LV GXH WR WKH IDFW WKDW WKH IUDQFKLVLQJ ILUPV LQ RXU VDPSOH DUH PDLQO\ VPDOO DQG
PHGLXPVL]HGHQWHUSULVHV
:H FRQVWUXFW RXU VDPSOH WKURXJK WZR UHVRXUFHV 'H 1DWLRQDOH )UDQFKLVH DQG
)RUPXOHJLGV  DQG 5HYLHZ DQG $QDO\VLV RI &RPSDQLHV LQ +ROODQG 5($&+ 
'XWFK IUDQFKLVLQJ ILUPV DUH LQFOXGHG LQ RXU VDPSOH:H ILQG LQ RXU UHVXOWV WKDW RXWOHW
VSHFLILF IDFWRUVOLNHRXWOHWVL]HKDUGW\SHIUDQFKLVLQJDQGQRQIRRGUHWDLOLQJLQGXVWU\FDQ
VLJQLILFDQWO\ DIIHFW WKH IUDQFKLVHH¶V RSWLPDO OHYHUDJH UDWLR$QG WKH ILUPVSHFLILF IDFWRUV
OLNH WDQJLELOLW\ SDVW JURZWK DQG OLTXLGLW\ KDYH D VLJQLILFDQW LPSDFW RQ WKH IUDQFKLVRU¶V
OHYHUDJHZKLFKFRUURERUDWHVWKHSUHGLFWLRQVRIFRQYHQWLRQDOFDSLWDOVWUXFWXUHWKHRULHV$V
IRU WKH IUDQFKLVRU¶V PDWXULW\ ZH ILQG WKDW LW LV SRVLWLYHO\ LQIOXHQFHG E\ IXWXUH JURZWK




7KH VWUXFWXUH RI WKLV FKDSWHU LV DV IROORZV 6HFWLRQ  GLVFXVVHV WKH H[LVWLQJ
OLWHUDWXUH DQG K\SRWKHVHV DUH GHYHORSHG 6HFWLRQ  GHVFULEHV RXU GDWD VHW DQG WKH
GHILQLWLRQV RI WKH YDULDEOHV 6HFWLRQ  SURYLGHV VXPPDU\ VWDWLVWLFV DQG WKH UHJUHVVLRQ
DQDO\VHV6HFWLRQFRQFOXGHV
 /LWHUDWXUH5HYLHZDQG+\SRWKHVHV
7KLV VHFWLRQ VWXGLHV WKH GHWHUPLQDQWV RI IUDQFKLVHH¶V DQG IUDQFKLVRU¶V FDSLWDO
VWUXFWXUH DQG WKHLU SRVVLEOH UHODWLRQVKLSV 7KH K\SRWKHVHV DUH HVWDEOLVKHG UHJDUGLQJ WKH
OLPLWRIWKHIUDQFKLVHH¶VGHEWOHYHODQGLWVLPSDFWRQWKHIUDQFKLVRU¶VOHYHUDJHDQGPDWXULW\
VWUXFWXUHFKRLFH7KHGHWHUPLQDQWVRIWKHIUDQFKLVRU¶VOHYHUDJHDQGPDWXULW\DUHGLVFXVVHG
EDVHGRQVWDQGDUGFDSLWDO VWUXFWXUHFRQVLGHUDWLRQVXQGHUD IUDQFKLVLQJ VHWWLQJ0RUHRYHU




,Q&KDSWHU 7ZR ZH SURSRVHG WKDW WKH IUDQFKLVRU¶V DQG IUDQFKLVHH¶V OHYHUDJH DUH
LQWHUUHODWHGHLWKHUSRVLWLYHO\RUQHJDWLYHO\$QGLWZDVILQDOO\IRXQGWKDW WKHIUDQFKLVRU¶V
OHYHUDJH ZDV QHJDWLYHO\ UHODWHG WR IUDQFKLVHH¶V OHYHUDJH :H FRQFOXGHG WKDW DV WKH
IUDQFKLVRUVHWVDQXSSHUOLPLWRQWKHIUDQFKLVHH¶VGHEWUDWLR WKHIUDQFKLVRUFDQUDLVHPRUH
GHEWDQG WKHUHIRUHJDLQV WD[EHQHILWVVLQFH LQWHUHVWSD\PHQWVDUH WD[GHGXFWLEOH$QG WKLV
UHODWLRQVKLSZDVDOVRIRXQGWREHVWURQJHUZKHQWKHIUDFWLRQRIIUDQFKLVHGRXWOHWVUHODWLYH
WRWKHQXPEHURIZKROO\RZQHGRXWOHWVZDVODUJHU
,W LV K\SRWKHVL]HG WKDW WKH IUDQFKLVRU¶V DQG IUDQFKLVHH¶V OHYHUDJHV DUH QHJDWLYHO\
UHODWHGEDVHGRQ WKHVWXGLHVRI)UDMDDQG3LJDDQG:LOOLDPVRQ$V IRU WKH




HTXLW\ OHQGHUV LQVWHDG RI WKH IUDQFKLVHHV  7KHUHIRUH WKH IUDQFKLVRU ZLOO UHTXLUH WKH
IUDQFKLVHHVWRILQDQFHDVSHFLILFIUDFWLRQRIWKHWRWDOLQLWLDOLQYHVWPHQWZLWKDODUJHUDPRXQW
RI SHUVRQDOZHDOWK)UDMD DQG3LJD SURSRVHG DPRGHO H[SODLQLQJ WKDW GHEW FDQEH
VWUDWHJLFDOO\ XVHG WR KHGJH DJDLQVW RSHUDWLQJ ULVNV  7KH\ VXJJHVWHG WKDW LQ D YHUWLFDO
UHODWLRQVKLS WKH XSVWUHDP SDUW\ VKRXOG LPSRVH D OLPLW RQ WKH GRZQVWUHDP SDUW\¶V GHEW
OHYHO EHFDXVH GHEW ILQDQFLQJ FDQ LQFUHDVH WKH GRZQVWUHDP SDUW\¶V EDQNUXSWF\ ULVNV DQG












FDSDELOLW\ DQG WKDW WKH IUDQFKLVRU PD\ DOVR XVH KLJK GHEW WR VLJQDO WR IUDQFKLVHHV WKHLU
TXDOLW\DQGFUHGLEOHFRPPLWPHQWWRWKHEUDQGQDPHFDSLWDO7KHKLJKIDLOXUHULVNLQGXFHG
E\ GHEW PRWLYDWHV ERWK SDUWLHV WR DOLJQ WKHLU LQFHQWLYHV ZLWK HDFK RWKHU :KHQ WKH
IUDQFKLVRUUHTXLUHVWKHIUDQFKLVHHWREHDUDKLJKHUGHEWOHYHOLQRUGHUWRERQGWKHPZLWKWKH
RXWOHW¶VSHUIRUPDQFHWKHIUDQFKLVRUZLOODOVRDWWHPSWWRPDLQWDLQDKLJKHUOHYHUDJHWRVKRZ
WKHLU FRPPLWPHQW 7KHUHIRUH ZH SUHGLFW WKDW WKH IUDQFKLVHH¶V OHYHUDJH FDQ DOVR EH





$QRWKHU LPSRUWDQW IDFWRU LQ WKH FDSLWDO VWUXFWXUH OLWHUDWXUH LV D ILUP¶V PDWXULW\
VWUXFWXUH 7KLV LV UHODWHG WR KRZ WKH ILUP FKRRVHV ORQJWHUP YV VKRUWWHUP GHEW 7KH
FKRLFH  RI  GHEWPDWXULW\  VWUXFWXUH  LV  LPSRUWDQW  WR  ILUPV EHFDXVH  D EDG FKRLFH RI
PDWXULW\ PD\ OHDG WR WKH  LQHIILFLHQW  OLTXLGDWLRQ RI D SURMHFW ZLWK SRVLWLYH QHW SUHVHQW
YDOXH 7KLV LV EHFDXVH VKRUWWHUPGHEWPD\ FDXVH LQHIILFLHQW OLTXLGDWLRQ$QG WKXV JRRG
ILUPVSUHIHUDFRPELQDWLRQRIVKRUWDQGORQJWHUPGHEWGXHWRWKHOLTXLGLW\ULVN'LDPRQG
)LUPV FDQ DOVRXVH LW DV D VLJQDOLQJGHYLFH WRSURYLGH LQIRUPDWLRQ UHJDUGLQJ ILUP
TXDOLW\FUHGLELOLW\DQGJURZWKSURVSHFWV$FFRUGLQJWR VLJQDOLQJPRGHOV XQGHURYHU
YDOXHGILUPVLVVXHVKRUWORQJWHUPGHEWWRVLJQDOWKHLUXQGHURYHUYDOXDWLRQ,W
KDVDOVREHHQVXJJHVWHG WKDWPDWXULW\VWUXFWXUHFDQEHXVHG WRPLQLPL]H WD[DWLRQ/HODQG
DQG7RIWVXJJHVWHGWKDWILUPVFKRRVLQJKLJKHUOHYHUDJHDOVRRSWIRUORQJHUPDWXULW\
0RUULVSURSRVHGWKDWILUPVWHQGWRLVVXHPRUHORQJWHUPGHEWZKHQWKH\DUHEHDULQJ
DKLJKHUGHEW OHYHO VRDV WRGHOD\ WKHLU H[SRVXUH WREDQNUXSWF\ ULVN:HVXJJHVW WKDW WKH
IUDQFKLVRU ZLOO SUHIHU ORQJWHUP GHEW RYHU VKRUWWHUP GHEW WR UHGXFH EDQNUXSWF\ ULVN











VWURQJDQGSRVLWLYH LPSDFWRQ WKH IUDQFKLVHH¶VGHEW OHYHO:HSUHGLFW WKDWRXWOHW VL]HFDQ
HLWKHUSRVLWLYHO\RUQHJDWLYHO\DIIHFWOHYHUDJH:HDUJXHWKDWWKHIUDQFKLVRUZLOODOORZWKH
IUDQFKLVHHWRKDYHOHVVGHEWDVWRWDO LQYHVWPHQWJRHVXSEHFDXVHWKHIUDQFKLVHHPD\IDFH
PRUHXQGLYHUVLILHG LQYHVWPHQW ULVN7KHUHIRUHDKLJKHU LQLWLDO LQYHVWPHQWRU ODUJHURXWOHW
VL]HZLOOOHDGWRORZHUIUDQFKLVHHOHYHUDJH2QWKHRWKHUKDQGZHDOVRSUHGLFWWKDWODUJHU
RXWOHWVL]HPD\OHDGWRPRUHGHEWILQDQFLQJ$FFRUGLQJWRWKHWUDGLWLRQDOFDSLWDOVWUXFWXUH
WKHRULHV ODUJHU ILUPV DUH OHVV OLNHO\ WR IDFH ILQDQFLDO GLVWUHVV DQG EDQNUXSWF\
&RQVHTXHQWO\WKHIUDQFKLVRUPD\DOORZWKHIUDQFKLVHHZLWKPRUHGHEWILQDQFLQJ
7KH GHJUHH RI IUHHGRP IRU WKH IUDQFKLVHH GHSHQGV RQ WKH EXVLQHVV IRUPDW +DUG
IUDQFKLVLQJ HQWDLOV OHVV IUHHGRPDQGPRUHEUDQGPDUNHWLQJ VWDQGDUGL]DWLRQ DQG VXSSRUW
6RIWIUDQFKLVLQJRIIHUVPRUHIUHHGRPEXWDOVREULQJVPRUHULVNVZLWKLWDVHDFKIUDQFKLVHH
H[SORLWVWKHLUIUHHGRPWKHEXVLQHVVIRUPDWLVZHDNHUZKLFKOHDGVWRDORVVRIFRPSHWLWLYH
DGYDQWDJH 6LQFH KDUG IUDQFKLVLQJ LPSOLHVPRUH VHFXULW\ DQG VRIW IUDQFKLVLQJPD\ EULQJ











WKH OHYHORI IUDQFKLVRU VSHFLILF LQYHVWPHQW /DIRQWDLQH'QHVDQG%HUFRYLW]
$QG IUDQFKLVH IHHV LQFUHDVHZLWK WKH IUDQFKLVHH¶V ILUPVSHFLILF LQYHVWPHQWZKLFK
LQFUHDVHVWKHGHEWILQDQFLQJFRVWV7KHUHIRUHLWLVSUHGLFWHGWKDWWKHUHLVDQHJDWLYHUHODWLRQ
EHWZHHQIUDQFKLVHIHHDQGIUDQFKLVHH¶VOHYHUDJH
7KHIUDQFKLVRU¶VH[SHULHQFH LQ IUDQFKLVLQJDOVRDIIHFWV WKH IUDQFKLVHH¶VGHEW OHYHO
7KH QXPEHU RI \HDUV D IUDQFKLVRU LV DFWLYH LQ WKH IUDQFKLVH EXVLQHVV UHIOHFWV WKHLU
H[SHULHQFH DQG ILQDQFLDO SRVLWLRQ7KH IUDQFKLVRU KDV DFTXLUHGRXWOHWVSHFLILF NQRZOHGJH
DQG FDSDELOLWLHV KDV DFFXPXODWHG JUHDW EUDQG QDPH FDSLWDO DQG WKHUHE\ IDFHV IHZHU
SUREOHPVRIFDSLWDOVFDUFLW\7KHUHIRUH IUDQFKLVRUVZLWKPRUHIUDQFKLVLQJH[SHULHQFHDUH
OHVV OLNHO\ WR IDLO FRPSDUHGZLWK\RXQJ IUDQFKLVRUVZKLFKJLYHVEXVLQHVV VHFXULW\ WR WKH
IUDQFKLVHHV LQ WKH FKDLQ 7KXV LW LV SURSRVHG WKDW IUDQFKLVHHV LQ D PRUH H[SHULHQFHG
IUDQFKLVHQHWZRUNFDQEHDOORZHGWRKDYHFRPSDUDWLYHO\KLJKHUOHYHUDJH
/DVWO\ WRS JHRJUDSKLFDO ORFDWLRQV XVXDOO\ HQWDLO ORZHU IDLOXUH UDWHV 7KXV WRS
ORFDWLRQPLWLJDWHVWKHULVNVIURPGHEWILQDQFLQJ)UDQFKLVHHVDWWRSORFDWLRQVDUHH[SHFWHG
WR EH DOORZHG WR ILQDQFH PRUH ZLWK GHEW ZKLFK OHDGV WR D KLJKHU OHYHUDJH 7KHUHIRUH
ORFDWLRQLVSRVLWLYHO\UHODWHGWRIUDQFKLVHHOHYHUDJH
 )UDQFKLVRU¶V/HYHUDJH
0RGLJOLDQL DQG 0LOOHU  VXJJHVW WKDW GHEW ILQDQFLQJ VKRXOG EH SUHIHUUHG
EHFDXVHILUPVFDQEHQHILWIURPWKHWD[GHGXFWLELOLW\RILQWHUHVWSD\PHQWV+RZHYHUWKHUH
DUH RWKHU VRXUFHV RI WD[ GHGXFWLEOHV EHVLGHV GHEW LQWHUHVW SD\PHQWV )RU H[DPSOH
GHSUHFLDWLRQDQGLQYHVWPHQWWD[FUHGLWVDUHDOVRWD[GHGXFWLEOHVWKH\DUHRIWHQGHILQHGDV
QRQGHEW WD[ VKLHOGV 1'76 'H$QJHOR DQG 0DVXOLV  DUJXH WKDW QRQGHEW WD[
VKLHOGV DUH VXEVWLWXWHV IRU WKH WD[ EHQHILWV RI GHEW ILQDQFLQJ DQG WKHUHIRUH OHVV GHEW LV
H[SHFWHGWREHXVHGLQDILUPZLWKODUJHUQRQGHEWWD[VKLHOGV0RUHRYHULQFUHDVLQJGHEW
UHVXOWV LQ DQ LQFUHDVHG SRVVLELOLW\ RI EDQNUXSWF\ HVSHFLDOO\ IRU VPDOOHU ILUPV 7KH
LQFUHDVHG EDQNUXSWF\ FRVWV LPSO\ WKDW VPDOO ILUP VKRXOG XVH OHVV GHEW 0F&RQQHOO DQG





WKDW WKHDJHQF\FRVWVDULVHDV WKH ILUPPD\ WXUQ WR ULVNLHU LQYHVWPHQWVDIWHU LVVXLQJGHEW
DQGZHDOWKLVWKHUHIRUHWUDQVIHUUHGIURPGHEWKROGHUVWRVKDUHKROGHUV6XFKNLQGRIDJHQF\
FRVWV FDQEH UHGXFHGE\ UDLVLQJGHEW VHFXUHGE\ WDQJLEOH DVVHWV 7DQJLEOH DVVHWV FDQEH
XVHG DV FROODWHUDO ZKLFK FDQ SUHYHQW WKH OHQGHU IURP VXIIHULQJ VXFK NLQG RI ULVN
)XUWKHUPRUHEDQNUXSWF\FRVW WKHRU\DOVRVXSSRUWV WKHDERYHUHODWLRQ:LOOLDPVRQ
DQG+DUULVDQG5DYLYVXJJHVWWKDWOHYHUDJHVKRXOGLQFUHDVHZLWKOLTXLGDWLRQYDOXH
6LQFH WKH YDOXH RI WDQJLEOH DVVHWV LV KLJKHU WKDQ LQWDQJLEOH DVVHWV LQ WKH FDVHV RI
EDQNUXSWF\ OHYHUDJH LV H[SHFWHG WR EH SRVLWLYHO\ FRUUHODWHGZLWK WDQJLELOLW\  7KHUHIRUH
ILUPVSRVVHVVLQJPRUH IL[HG DVVHWVZLWKD KLJKHUFROODWHUDOYDOXHZLOOKDYHPRUHGHEW LQ
WKHLUFDSLWDOVWUXFWXUH
$FFRUGLQJ WR DJHQF\ WKHRU\ D QHJDWLYH UHODWLRQ EHWZHHQ JURZWK DQG OHYHUDJH LV
H[SHFWHG VLQFH DJHQF\ FRVWV IRU JURZLQJ ILUPV DUH H[SHFWHG WR EHKLJKHU DV WKHVH ILUPV
KDYHPRUHIOH[LELOLW\UHJDUGLQJIXWXUHLQYHVWPHQWV'HEWKROGHUVIHDUWKDWVXFKILUPVDLPWR
LQYHVW LQ SURMHFWV WKDW RQO\ EHQHILW VKDUHKROGHUV DW WKH H[SHQVH RI GHEWKROGHUV'HHPLQJ
WKHLULQYHVWPHQWVDWULVNLQIXWXUHGHEWKROGHUVLQWXUQZLOOUHDFWZLWKWKHXVHRIFRYHQDQWV
DQGPRQLWRULQJGHYLFHV7KLVLVHVSHFLDOO\WKHFDVHLQJURZWKILUPVVLQFHWKH\KDYHPRUH





RUGHU WKHRU\ SUHGLFWV WKDW ILUPVZLWK KLJK OLTXLGLW\ZLOO ERUURZ OHVV  ,Q DGGLWLRQ OLTXLG
DVVHWVFDQEHLQIDYRURIVKDUHKROGHUVDWWKHH[SHQVHRIGHEWKROGHUVDQGWKHDJHQF\FRVWV
DUH DFFRUGLQJO\ LQFUHDVHG 'HHVRPVDN HW DO  7KXV D QHJDWLYH UHODWLRQ EHWZHHQ
OLTXLGLW\DQGOHYHUDJHLVH[SHFWHG
6PDOOILUPVDUHREVHUYHGWRKDYHOHVVGHEWWKDQODUJHILUPV7KLVLVGXHWRVHYHUDO




UHGXFHG DELOLW\ WR VLJQDO DOVR LQFUHDVHV WKH FRVWV DVVRFLDWHGZLWK VROYLQJ WKH SUREOHPRI
ODUJHU DV\PPHWULF LQIRUPDWLRQ IRU VPDOO ILUPV )XUWKHUPRUH VPDOO ILUPV WHQG WR EH OHVV
GLYHUVLILHG WKDQ ODUJH ILUPV DQG WKLV LQFUHDVHV WKH FKDQFHV RI ILQDQFLDO GLVWUHVV /DUJH
ILUPVDOVRKDYHUHODWLYHO\ORZHUGLUHFWFRVWVRIEDQNUXSWF\0F&RQQHOODQG3HWWLW
&RQVHTXHQWO\ VPDOO ILUPV FDQ DFFHVV OHVV FDSLWDO RU WKH\ DUH RIIHUHG FDSLWDO DW
FRQVLGHUDEO\KLJKHUFRVWVWKDQWRODUJHILUPVZKLFKGLVFRXUDJHVWKHXVHRIGHEWILQDQFLQJ
7KXVILUPVL]HLVSRVLWLYHO\UHODWHGWRIUDQFKLVRU¶VOHYHUDJH
(PSLULFDOO\ WKHUH LV PXFK FRQWURYHUV\ DERXW WKH UHODWLRQ EHWZHHQ ILUP DJH DQG
OHYHORIOHYHUDJH7KHRULHVRQDV\PPHWULFLQIRUPDWLRQSUHGLFW WKDWILUPDJHLVQHJDWLYHO\
UHODWHGZLWKOHYHUDJH$JHGILUPVZLOOKDYHPRUHUHWDLQHGHDUQLQJVWKDQ\RXQJHUILUPVDQG
ZLOO WKXV SURYH WKHLU FUHGLELOLW\ E\ ILQDQFLQJ QHZ LQYHVWPHQW ZLWK WKH DFFXPXODWHG
HDUQLQJV UDWKHU WKDQ ERUURZLQJ 3HWHUVHQ DQG 5DMDQ  FRQILUPHG WKH DERYH
SURSRVLWLRQ E\ ILQGLQJ WKDW ROGHU ILUPV KDYH OHVV GHEW $JHQF\ WKHRU\ VXJJHVWV WKH
RSSRVLWH ,W LV VXJJHVWHG WKDW DJHG ILUPV¶ LQIRUPDWLRQ DV\PPHWU\ LV ODUJHO\ UHGXFHG DQG
FRQVHTXHQWLDOO\VRDUHDJHQF\FRVWV3HWHUVHQDQG5DMDQSURSRVHWKDWLIDILUPKDVD
PRUH HVWDEOLVKHG UHODWLRQZLWK ILQDQFLDO LQVWLWXWLRQV WKH DYDLODELOLW\ RI ILQDQFH LQFUHDVHV






DQG.HWFKHQ  DUJXH WKDW IUDQFKLVHH FDSLWDO FDQ EH HYHQ FKHDSHU WKDQ FDSLWDO IURP
ILQDQFLDOPDUNHWVGXHWRWKHSUREOHPRIDGYHUVHVHOHFWLRQZKLFKJHQHUDWHVDJHQF\FRVWV,I




$V PHQWLRQHG DERYH PDWXULW\ VWUXFWXUH LV DOVR DQ LPSRUWDQW IDFWRU DIIHFWLQJ D
ILUP¶VYDOXH,QWKLVVHFWLRQZHZLOOGLVFXVVWKHIDFWRUVDIIHFWLQJWKHIUDQFKLVRU¶VPDWXULW\
VWUXFWXUH
,W KDV EHHQ D FRPPRQ DUJXPHQW WKDW VPDOOHU ILUPV DUH H[SHFWHG WR KDYH KLJKHU
DJHQF\ FRVWV WKDQ ODUJHU ILUPV %DUQHD +DXJHQ DQG 6HQEHW  VXJJHVW WKDW LVVXLQJ
PRUHVKRUWWHUPGHEWFDQGLPLQLVKVXFKNLQGVRIDJHQF\FRVWVZKLFKLPSOLHVWKDWVPDOOHU
ILUPVZLWKSRWHQWLDOO\PRUHDJHQF\SUREOHPVDUHH[SHFWHG WRKDYHPRUH VKRUWWHUPGHEW
0RUHRYHU ODUJHU ILUPV DUH EHOLHYHG WR KDYH IHZHU DV\PPHWULF LQIRUPDWLRQ SUREOHPV
KLJKHU FROODWHUDOL]DEOH DVVHWV UHODWLYH WR IXWXUH LQYHVWPHQW RSSRUWXQLWLHV DQG WKXV HDVLHU
DFFHVV WR ORQJWHUP GHEWPDUNHWV 7LWPDQ DQG:HVVHOV  6PDOOHU ILUPV IDFHPRUH
GLIILFXOWLHV RI DFFHVVLQJ ORQJWHUP GHEW PDUNHWV EHFDXVH WKH\ JHQHUDOO\ SRVVHVV IHZHU
WDQJLEOH DVVHWV UHODWLYH WR IXWXUH LQYHVWPHQW RSSRUWXQLWLHV :KLWHG  0RUHRYHU
IROORZLQJWKHVDPHUHDVRQLQJDVIRU ILUPVL]HROGHUILUPVPLJKWKDYHHVWDEOLVKHGDJRRG
UHSXWDWLRQZLWK ORZHU OHYHOV RIDV\PPHWULF LQIRUPDWLRQDQG IHZHUDJHQF\SUREOHPVDQG
WKHUHIRUH KDYH EHWWHU DFFHVV WR WKH ORQJWHUP FDSLWDO PDUNHWV $FFRUGLQJO\ ILUP DJH LV
H[SHFWHGWREHSRVLWLYHO\UHODWHGZLWKIUDQFKLVRU¶VPDWXULW\
0\HUV  VXJJHVWV WKDW WKH XQGHULQYHVWPHQW SUREOHP FDQ SRVVLEO\ EH
PRGHUDWHGE\HPSOR\LQJPRUHVKRUWWHUPGHEW,QDGGLWLRQ)ODQQHU\SURSRVHVWKDW
ILUPVFDQVLJQDOTXDOLW\WRWKHPDUNHWWKURXJKLVVXLQJVKRUWWHUPGHEW$VDFRQVHTXHQFH
WKHKLJK LQIRUPDWLRQFRVWVFRPLQJZLWK ORQJWHUPGHEWFDQEHDYRLGHG7KLV OHDGV WR WKH
SUHGLFWLRQRIDQHJDWLYHUHODWLRQEHWZHHQORQJWHUPGHEWDQGIXWXUHJURZWKRSSRUWXQLWLHV









LQWHUHVW EHDULQJGHEWV DUH VKRUW WHUP7KHUHIRUHPRUH1'76 OHDG WR OHVV ORQJWHUPGHEW
DQGORZHUPDWXULW\7KXV1'76LVQHJDWLYHO\UHODWHGZLWKPDWXULW\
)ROORZLQJ WKHDERYHPHQWLRQHGFDSLWDO VFDUFLW\ WKHRU\ IUDQFKLVHHVDUHGHHPHGDV
DQLQH[SHQVLYHILQDQFLQJUHVRXUFHWKH\VXSSO\FDSLWDOWKURXJKWKHIUDQFKLVHIHHDQGWKHLU
LQYHVWPHQWLQLQGLYLGXDORXWOHWV6LQFHIUDQFKLVHHVDUHXVXDOO\JUDQWHGIUDQFKLVHZLWKORQJ
WHUP FRQWUDFWV WKH IUDQFKLVRU DQG IUDQFKLVHH FDQ PDLQWDLQ D VWDEOH DQG FRQVWDQW
UHODWLRQVKLS7KHUHIRUH IUDQFKLVHH FDSLWDO FRXOGEH D JRRG VXEVWLWXWH IRU ORQJWHUPGHEW





IUDQFKLVLQJ ILUPV RSHUDWLQJ LQ WKH 1HWKHUODQGV 7KLV LV REWDLQHG IURP WKH ERRN ³'H
1DWLRQDOH )UDQFKLVH DQG )RUPXOHJLGV ´ ZKLFK JLYHV GHWDLOHG IUDQFKLVRU SURILOH




ERRN DUH LGHQWLILHG LQ5($&+'XH WR WKHSUREOHPVRIPLVVLQJYDOXHV DQGPLVPDWFKHV
ILUPVZHUHILQDOO\OHIWLQWKHFRPPRQVDPSOH6LQFHZHOLPLWRXUVWXG\WRWKHFDWHJRU\
RI60(VDQGFDSLWDOVWUXFWXUHZHIXUWKHUUHPRYHWKHILUPVPHHWLQJWKHIROORZLQJFULWHULD










:HPHDVXUHPD[LPXP IUDQFKLVHH¶V OHYHUDJH 0D[/HYHUDJH DV DQ RXWOHW¶V WRWDO
LQYHVWPHQW PLQXV UHTXLUHG IUDQFKLVHH¶V HTXLW\ RYHU RXWOHW¶V WRWDO LQYHVWPHQW $QG WKH
YDULDEOHV WKDW GHWHUPLQH IUDQFKLVHH¶V OHYHUDJH DUH GHILQHG DV IROORZV 2XWOHW 6L]H LV
PHDVXUHGDVWKHQDWXUDOORJDULWKPRIRXWOHW¶VWRWDOLQYHVWPHQW)UDQFKLVH$JHLVPHDVXUHG
DVWKHQXPEHURI\HDUVWKHFRPSDQ\KDVEHHQLQIUDQFKLVLQJ(QWU\)HHLVPHDVXUHGDVWKH
QDWXUDO ORJDULWKP RI WKH DPRXQW RI WKH XSIURQW IHH WKDW WKH IUDQFKLVHH PXVW SD\ WR WKH
IUDQFKLVRU WREX\ WKH IUDQFKLVHRXWOHW<HDUO\)HH LVPHDVXUHGDV WKHSHUFHQWDJHRI VDOHV
LQFOXGLQJDGYHUWLVLQJIHHVWKDWIUDQFKLVHHVSD\WRWKHIUDQFKLVRU)UDQFKLVLQJ7\SHLVWKH








PDWXULW\ DV WKH UDWLR RI ORQJWHUP GHEW WR WRWDO GHEW ZKLFK VHSDUDWHV WKH GHEW PDWXULW\
GHFLVLRQ IURP WKH OHYHUDJH GHFLVLRQ %DUFOD\ DQG 6PLWK   7KH YDULDEOHV WKDW
GHWHUPLQH IUDQFKLVRU¶V FDSLWDO VWUXFWXUH DUHGHILQHG DV IROORZV)LUP$JH LVPHDVXUHG DV
WKHQDWXUDOORJDULWKPRIWKHQXPEHURI\HDUVVLQFHLQFRUSRUDWLRQ)LUP6L]HLVPHDVXUHGDV
WKH QDWXUDO ORJDULWKP RI WKH ERRN YDOXH RI WRWDO DVVHWV 3DVW*URZWK LVPHDVXUHG DV WKH
SHUFHQWDJHFKDQJHRIWRWDODVVHWVFRPSDUHGWRWKHSUHYLRXV\HDU)L[HG$VVHWVLVPHDVXUHG
DV WKH UDWLR RI IL[HG DVVHWV WR WRWDO DVVHWV )XWXUH *URZWK LV PHDVXUHG DV WKH UDWLR RI
LQWDQJLEOHDVVHWV WR WRWDO DVVHWV1'76QRQGHEW WD[ VKLHOGV LVPHDVXUHGDV WKH UDWLRRI
SURYLVLRQVWR WRWDO DVVHWV/LTXLGLW\ LVPHDVXUHGDV WKH UDWLRRIFXUUHQWDVVHWV WRFXUUHQW
OLDELOLWLHV&KDLQ6WUXFWXUHLVPHDVXUHGDVWKHUDWLRRIIUDQFKLVHGRXWOHWVWRWRWDOQXPEHURI
 








7DEOH SURYLGHV VXPPDU\ VWDWLVWLFV DQG7DEOHV  DQG  VHSDUDWHO\ SURYLGH
IUDQFKLVHH DQG IUDQFKLVRU YDULDEOHV¶ FRUUHODWLRQ PDWULFHV  7KH DYHUDJH PD[LPXP
IUDQFKLVHHOHYHUDJHLVZKLFKPHDQVWKDWRQDYHUDJHSHUFHQWRIWKHLQLWLDOWRWDO
LQYHVWPHQWV LV DOORZHG WR EH ILQDQFHG E\ GHEW $QG WKH DYHUDJH WRWDO LQYHVWPHQW IRU
RSHQLQJ DQ RXWOHW LV ¼7KH IUDQFKLVRUV¶ DYHUDJH H[SHULHQFH LQ IUDQFKLVLQJ LV 
\HDUV$IUDQFKLVHHQHHGVWRSD\DIUDQFKLVRURQDYHUDJH¼LQRUGHUWREHJUDQWHGZLWK
D IUDQFKLVH DXWKRUL]DWLRQ 7KH IUDQFKLVHH DOVR QHHGV WR SD\  RI WKH DQQXDO VDOHV
LQFOXGLQJDGYHUWLVLQJIHHVWRWKHIUDQFKLVRU2QWKHRWKHUKDQGWKHFDSLWDOVWUXFWXUHRIWKH
IUDQFKLVRUV VKRZV WKDW RQ DYHUDJH WKH DVVHWV DUH ILQDQFHG ZLWK  RI GHEW DQG WKH
DYHUDJHILUPKDVRILWVWRWDOGHEWPDWXULQJLQPRUHWKDQRQH\HDU7KLVLQGLFDWHVWKDW
WKHDVVHWVRIWKHILUPVLQRXUVDPSOHDUHODUJHO\ILQDQFHGE\GHEWEXWPRVWO\E\VKRUWWHUP






















2XWOHW6L]H 2XWOHWWRWDOLQYHVWPHQW   












+DUG 'XPP\YDULDEOHIRUKDUGIUDQFKLVLQJ   
6RIW 'XPP\YDULDEOHIRUVRIWIUDQFKLVLQJ   
/RFDWLRQ 'XPP\YDULDEOHIRUWRSORFDWLRQV   
57)RRG ,QGXVWU\GXPP\RIUHWDLOIRRG   
571IRRG ,QGXVWU\GXPP\RIUHWDLOQRQIRRG   
6HUYLFH ,QGXVWU\GXPP\RI6HUYLFH   
&DWHULQJ ,QGXVWU\GXPP\RI&DWHULQJ   




9DULDEOHQDPH 9DULDEOHGHVFULSWLRQ 0HDQ 0HGLDQ 6WG'HYLDWLRQ
/HYHUDJH 7RWDOGHEWRYHUWKHERRNYDOXHRIWRWDODVVHWV   
0DWXULW\ 5DWLRRIORQJWHUPGHEWWRWRWDOGHEW   
$JH 7KHQXPEHURI\HDUVVLQFHLQFRUSRUDWLRQ   
)LUP6L]H %RRNYDOXHRIWRWDODVVHWV   
3DVW*URZWK 3HUFHQWDJHLQFUHDVHRIWRWDODVVHWV   
)L[HG$VVHWV 5DWLRRIIL[HGDVVHWVWRWRWDODVVHWV   
)XWXUH*URZWK 5DWLRRILQWDQJLEOHDVVHWVWRWRWDODVVHWV   
1'76 5DWLRRISURYLVLRQVWRWRWDODVVHWV   
/LTXLGLW\ 5DWLRFXUUHQWDVVHWVWRFXUUHQWOLDELOLWLHV   









































































































































































































































































































































































:HILUVWO\DLPWR LQYHVWLJDWH WKHUROHRI WKHRXWOHW¶VFKDUDFWHULVWLFV LQGHWHUPLQLQJ




7DEOH  FRQWDLQV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV ,Q PRGHO  ZH UXQ D
UHJUHVVLRQ RI RXWOHW FKDUDFWHULVWLFV RQ IUDQFKLVHH¶V OHYHUDJH 2XWOHW 6L]H VKRZV D VWURQJ
3  DQG SRVLWLYH HIIHFW RQ WKH IUDQFKLVHH¶V OHYHUDJH ZKLFK LV LQ OLQH ZLWK WKH
SUHGLFWLRQRIDSRVLWLYHUHODWLRQ7KXVRXUUHVXOWVXSSRUWVWKHFRQYHQWLRQDODUJXPHQWVWKDW
GHEW LQFUHDVHV ZLWK ILUP VL]H GXH WR WKH IDFW WKDW ODUJHU ILUPV IDFH ORZHU ILQDQFLQJ
WUDQVDFWLRQFRVWVOHVVILQDQFLDOGLVWUHVVDQGORZHUEDQNUXSWF\FRVWVZKHUHDVWKHDUJXPHQW
WKDW ODUJHU IUDQFKLVLQJ RXWOHWV PD\ KDYH ORZHU GHEW GXH WR WKH LQFUHDVHG LQYHVWPHQW LQ
VSHFLILFDVVHWVLVQRWVXSSRUWHGE\RXUGDWD$SRVLWLYHDQGVWURQJ3 FRUUHODWLRQLV
IRXQGEHWZHHQ+DUG7\SHIUDQFKLVLQJDQGIUDQFKLVHH¶VOHYHUDJH7KLVILQGLQJFRUURERUDWHV




VLJQLILFDQW UHVXOW IRU WKH YDULDEOH )UDQFKLVH $JH 7KLV PHDQV WKDW WKH IUDQFKLVH FKDLQ¶V
H[SHULHQFHGRHVQRWJLYHIUDQFKLVHHVPRUHVHFXULW\RUPRUHDFFHVVWRWKHILQDQFLDOPDUNHWV
DQG DFFRUGLQJO\ GRHV QRW OHDG IUDQFKLVHHV WR D KLJKHU OHYHUDJH $QG /RFDWLRQ GRHV QRW
DIIHFW IUDQFKLVHH¶V OHYHUDJHHLWKHU7RS ORFDWLRQGRHVQRW OHDG WRPRUHGHEW)LQDOO\DVD
FRQWURO YDULDEOH 1RQIRRG UHWDLOLQJ LQGXVWU\ VKRZV D SRVLWLYH DQG VLJQLILFDQW 3 
HIIHFW RQ IUDQFKLVHH¶V OHYHUDJH $ SRVVLEOH H[SODQDWLRQ LV WKDW ILUPV LQ WKH QRQIRRG




































(QWU\)HH   
<HDUO\)HH   
$GMXVWHG5   
2EVHUYDWLRQV   




SYDOXHV LQ SDUHQWKHVHV µ¶ µ¶ DQG µ¶ GHQRWH VLJQLILFDQFH DW WKH   DQG 
OHYHOUHVSHFWLYHO\

,QPRGHO ZHH[FOXGH IUDQFKLVHH IHHDQG\HDUO\ IHH7KLV LV IRU WZRSXUSRVHV




RI WKH UHPDLQLQJ YDULDEOHV DUH TXLWH VLPLODU WR WKRVH LQ PRGHO   )XUWKHUPRUH DIWHU
UHPRYLQJWKHVHWZRYDULDEOHVWKHVDPSOHVL]HLVQRWDEO\LQFUHDVHGIURPWR,QRUGHU
WR WHVW WKH K\SRWKHVHV RQ WKH LQWHUDFWLRQ EHWZHHQ IUDQFKLVRU¶V DQG IUDQFKLVHH¶V FDSLWDO
VWUXFWXUHZHQHHGWRSUHGLFWWKHRSWLPDOIUDQFKLVHH¶VOHYHUDJH:HVHSDUDWHO\SUHGLFWHGWKH
IUDQFKLVHH¶VRSWLPDOOHYHUDJHEDVHGRQPRGHOVDQGDQGGLGDSDLUVDPSOHWWHVW:H
IRXQG QR VWDWLVWLFDOO\ VLJQLILFDQW GLIIHUHQFH EHWZHHQ WKH WZR SUHGLFWHG OHYHUDJHV :H
WKHUHIRUH GHFLGHG WR FRQWLQXH ZLWK PRGHO  IRU IXUWKHU DQDO\VLV EHFDXVH RI WKH ODUJHU
VDPSOH
2XUUHVXOWVIRUIUDQFKLVHH¶VOHYHUDJHVKRZWKDWRXWOHWVL]HKDUGW\SHIUDQFKLVLQJDQG
QRQIRRG UHWDLOLQJ LQGXVWU\PD\ OHDG WR D KLJKHU GHEW OHYHOZKLOH RWKHU IDFWRUV KDYH QR
HIIHFW RQ IUDQFKLVHH¶V OHYHUDJH 2XU UHVXOWV JLYH D SUHOLPLQDU\ XQGHUVWDQGLQJ RI KRZ
IUDQFKLVHH¶VFDSLWDOVWUXFWXUHLVDIIHFWHGE\WKHRXWOHW¶VFKDUDFWHULVWLFV
'HWHUPLQDQWVRIWKH)UDQFKLVRU¶V&DSLWDO6WUXFWXUH
,Q WKLV VHFWLRQ ZH SHUIRUP UHJUHVVLRQ DQDO\VHV RI FKDLQILUP FKDUDFWHULVWLFV RQ

















































'HYLDWLRQ    
$GMXVWHG5    
2EVHUYDWLRQV    
1RWH 7KLV WDEOH SUHVHQWV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV IRU WKH GHWHUPLQDQWV RI
IUDQFKLVRU¶VOHYHUDJH$OOYDULDEOHVDUHGHILQHGLQ7DEOH7KHFROXPQGHQRWHGµ+¶FRQWDLQV





7DEOH  FRQWDLQV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV UHJDUGLQJ IUDQFKLVRU¶V
OHYHUDJH ,Q PRGHO  ZH UXQ D IXOOPRGHO UHJUHVVLRQ RI FKDLQILUP FKDUDFWHULVWLFV RQ
IUDQFKLVRU¶V OHYHUDJH $V ZH H[SHFWHG QRQGHEW WD[ VKLHOGV VKRZ D QHJDWLYH LPSDFW RQ
IUDQFKLVRU¶V OHYHUDJH EXW WKLV LQIOXHQFH LV QRW VLJQLILFDQW 7KLV PHDQV WKDW WKH XVH RI
SURYLVLRQV GRHV QRW ORZHU WKH ILUP¶V WRWDO GHEW OHYHO 7KH FRHIILFLHQW RI 7DQJLELOLW\ LV






UHODWHG WR OHYHUDJH GXH WR WKH PRUDO KD]DUG SUREOHP %\ FRQWUDVW ZH ILQG QR HYLGHQFH
VXSSRUWLQJ RXU SUHGLFWLRQ WKDW D ILUP¶V IXWXUH JURZWK RSSRUWXQLW\ LV H[SHFWHG WR EH
SRVLWLYHO\ UHODWHG WR OHYHUDJH 7KH UHVXOW RI /LTXLGLW\ VXSSRUWV RXU SUHGLFWLRQ DV ZHOO
ZKLFKVXJJHVWVWKDW/LTXLGLW\LVQHJDWLYHO\UHODWHGZLWKIUDQFKLVRU¶VOHYHUDJHDFFRUGLQJWR
SHFNLQJRUGHUWKHRU\$QGWKLVUHODWLRQLVIRXQGWREHQHJDWLYHDQGVWURQJ3 LQRXU
GDWD$V IRU WKH&KDLQ)LUP6L]HZH IRXQG D VLJQLILFDQW EXW QHJDWLYH FRHIILFLHQWZKLFK
FRQWUDGLFWVRXUSUHGLFWLRQWKDW)LUP6L]HLVSRVLWLYHO\UHODWHGZLWKOHYHUDJHEHFDXVHODUJH
ILUPVDUHPRUHGLYHUVLILHGDQGIDFHOHVVILQDQFLDOGLVWUHVVDQGORZHUEDQNUXSWF\ULVNV2QH
SRVVLEOH H[SODQDWLRQ LV WKDW ODUJHU ILUPV DUH PRUH SURILWDEOH DQG WKH\ SUHIHU LQWHUQDO
ILQDQFLQJ WR H[WHUQDO ILQDQFLQJ DFFRUGLQJ WR WKH SHFNLQJ RUGHU WKHRU\ 7KHUHIRUH ZH
REVHUYH OHVV GHEW LQ ODUJHU ILUPV :H SUHGLFW WKDW )LUP $JH FDQ HLWKHU SRVLWLYHO\ RU
QHJDWLYHO\DIIHFW OHYHUDJHEXWZHIRXQGQRVLJQLILFDQW UHVXOWV LQRXU UHJUHVVLRQDQDO\VLV
7KH VLJQ RI WKH )LUP$JH¶V FRHIILFLHQW LV QHJDWLYH ZKLFK LV LQ OLQH ZLWK RXU SUHGLFWLRQ
HYHQWKRXJKLWLVQRWVLJQLILFDQW:HDOVRSUHGLFWWKDWWKHQXPEHURIIUDQFKLVHGRXWOHWVPD\
DOVR QHJDWLYHO\ DIIHFW WKH IUDQFKLVRU¶V OHYHUDJH DFFRUGLQJ WR WKH DUJXPHQWV IURP FDSLWDO
VFDUFLW\LQWKHIUDQFKLVLQJOLWHUDWXUH7KHFRHIILFLHQWRIWKLVYDULDEOHLVQRWVLJQLILFDQWHYHQ
WKRXJK WKH VLJQ LV QHJDWLYH2XU ILQGLQJSURYLGHV DGGLWLRQDO HYLGHQFH WKDW WKH IUDQFKLVRU
DFWXDOO\ GRHV QRW XVH WKH IUDQFKLVHH DV DQ LQH[SHQVLYH ILQDQFLQJ UHVRXUFH 7KHUHIRUH
&RPEV DQG.HWFKHQ ¶V DUJXPHQW LV QRW VXSSRUWHG E\ RXU GDWD $V IRU RXU PDMRU
DUJXPHQWVRQWKHLQWHUDFWLRQEHWZHHQIUDQFKLVRU¶VDQGIUDQFKLVHH¶VOHYHUDJHZHIRXQGQR




WKH YDULDEOH 'HYLDWLRQ OHDYLQJ H[FOXVLYHO\ WKH YDULDEOHV RI FKDLQ FKDUDFWHULVWLFV LQ WKH




:HZLOO GLVFXVV QRZ WKH UHVXOWV UHJDUGLQJ WKH IUDQFKLVRU¶V PDWXULW\ %HVLGHV WKH
QRUPDOILUPFKDUDFWHULVWLFVILUPOHYHUDJHLVDOVRFRQVLGHUHGDVDQLPSRUWDQWGHWHUPLQDQWRI
ILUP PDWXULW\ )RU H[DPSOH /HODQG DQG 7RIW  DUJXH WKDW WKH RSWLPDO FDSLWDO DQG
PDWXULW\ VWUXFWXUH DUH GHWHUPLQHG VLPXOWDQHRXVO\ $QG DFFRUGLQJ WR 6WRKV DQG 0DXHU
 WKH\ ILQG VWURQJHYLGHQFH VXSSRUWLQJ WKH IDFW WKDW WKHGHEWPDWXULW\DQG OHYHUDJH
DUHKLJKO\LQWHUUHODWHG6WRKVDQG0DXHUXVHOHYHUDJHDVDFRQWUROYDULDEOHDQGILQG
WKDWLWLVDQLPSRUWDQWGHWHUPLQDQWRIGHEWPDWXULW\²ILUPVZLWKJUHDWHUILQDQFLDOOHYHUDJH
DOVRXVH ORQJHUWHUPGHEW%XWRQHSUREOHPLQYROYHG LQ WKHVHDQDO\VHV LV WKDW OHYHUDJH LV
IUHTXHQWO\IRXQGWREHDQHQGRJHQRXVYDULDEOH0DQ\RIWKHSULQFLSDOIDFWRUVWKDWLQIOXHQFH
WKHGHEW ILQDQFLQJGHFLVLRQDOVRDIIHFW WKHGHFLVLRQRIPDWXULW\:H WKHUHIRUHFRQWURO IRU
OHYHUDJHLQWKHIUDQFKLVRU¶VGHEWPDWXULW\HTXDWLRQDQGZHDSSO\WZRVWDJHHVWLPDWLRQDV
LQ%DUFOD\0DU[ DQG 6PLWK :H XVH D SUHGLFWHG YDOXHV RI OHYHUDJH LQ WKH GHEW
PDWXULW\UHJUHVVLRQ
,Q WKH ILUVWVWDJH HVWLPDWLRQ ZH XVH WKH YDULDEOHV WKDW DUH VLJQLILFDQW LQ WKH
UHJUHVVLRQPRGHORIIUDQFKLVRU¶VOHYHUDJHWRGHWHUPLQHWKHSUHGLFWHGOHYHUDJHUDWLRZKLFK





7DEOH  FRQWDLQV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV UHJDUGLQJ IUDQFKLVRU¶V
PDWXULW\ ,QPRGHO ZH UXQ D UHJUHVVLRQ RI VWDQGDUG ILUP FKDUDFWHULVWLFV RQPDWXULW\
ZLWKRXW FRQVLGHULQJ'HYLDWLRQ DQG/HYHUDJH µ1RQGHEW WD[ VKLHOGV¶ VKRZV D VWURQJ DQG
SRVLWLYHLPSDFWRQIUDQFKLVRU¶VPDWXULW\7KLVILQGLQJFRQWUDGLFWVRXUSUHGLFWLRQWKDW1RQ
GHEW WD[ VKLHOGV DUH QHJDWLYHO\ UHODWHG WRPDWXULW\0LFKDHODV HW DO  DOVR IRXQG D
SRVLWLYHUHODWLRQEHWZHHQWKHWZRYDULDEOHVWKH\DUJXHGWKDWWD[HIIHFWVPD\QRWEHDIDFWRU
FRQVLGHUHG E\ VPDOO ILUPV LQ WKHLU VKRUWWHUP FDSLWDO VWUXFWXUH GHFLVLRQV EXW PRUH

































'HYLDWLRQ   


/HYHUDJHSUHGLFWHG    
$GMXVWHG5    
2EVHUYDWLRQV    
1RWH 7KLV WDEOH SUHVHQWV WKH K\SRWKHVHV DQG UHJUHVVLRQ UHVXOWV IRU WKH GHWHUPLQDQWV RI
IUDQFKLVRU¶VPDWXULW\$OOYDULDEOHVDUHGHILQHGLQ7DEOH7KHFROXPQGHQRWHGµ+¶FRQWDLQV
WKH K\SRWKHVHV ZKHUH µ¶ LPSOLHV D SRVLWLYH HIIHFW DQG µ¶ LPSOLHV D QHJDWLYH HIIHFW 7KH
UHJUHVVLRQVDUH2UGLQDU\/HDVW6TXDUHVUHJUHVVLRQVDQG7ZR6WDJH/HDVW6TXDUH5HJUHVVLRQ




FRHIILFLHQW IRU WKH YDULDEOH )XWXUH *URZWK 2SSRUWXQLW\ 2XU UHVXOW FRQILUPV 'LDPRQG
¶V DUJXPHQW WKDW ILUPV ZLWK JURZWK RSWLRQV ZRXOG OLNH WR KHGJH DJDLQVW ULVNV RI
LQHIILFLHQW OLTXLGDWLRQE\ LVVXLQJ ORQJWHUPGHEW)LUP$JHDOVRGRHVQRWDIIHFWPDWXULW\
&KDLQ6WUXFWXUHGRHVQRWVKRZDQ\VLJQLILFDQWHIIHFWRQPDWXULW\ZKLFKLQGLFDWHVWKDWWKH
QXPEHU RI IUDQFKLVHG RXWOHWV LV QRW UHODWHG ZLWK ILUP¶V FDSLWDO VWUXFWXUH 7KHUHIRUH WKH
DUJXPHQWRIFDSLWDOVFDUFLW\LVQRWFRUURERUDWHGE\RXUUHVXOWV
,QPRGHOZHLQFOXGHWKHYDULDEOH'HYLDWLRQWRWHVWWKHPDMRUK\SRWKHVLVRQWKH
LQWHUDFWLRQ EHWZHHQ IUDQFKLVHH¶V DQG IUDQFKLVRU¶V PDWXULW\ VWUXFWXUH $V ZH H[SHFWHG






WKH YDULDEOH KDV D SRVLWLYH VLJQ ZKLFK LV LQ DFFRUGDQFH ZLWK RXU SUHGLFWLRQ EXW QRW
VLJQLILFDQW)XUWKHUPRUH WKURXJKPRGHOVWRZHDGGHGYDULDEOHVVWHSE\VWHSDQG
WKH UHVXOWV DFURVV WKH WKUHH PRGHOV UHPDLQ VWDEOH 7KHUHIRUH ZH EHOLHYH RXU PRGHO LV
UREXVW
 &RQFOXVLRQV
,Q WKLV VWXG\ ZH IXUWKHU WHVW WKH SURSRVLWLRQV UDLVHG LQ&KDSWHU 7ZR LQ RUGHU WR
FKHFN WKH UREXVWQHVV DQG JHQHUDOL]DELOLW\ RI RXU UHVXOWV EDVHG RQ WKH GDWD RI 'XWFK




DQG KRZ WKLV DIIHFWV WKH IUDQFKLVRU¶V ILQDQFLQJ GHFLVLRQ 7KLV VWXG\ SURYLGHV H[WUD
HPSLULFDO HYLGHQFH WR WKHPRGHOE\)UDMDDQG3LJD LQZKHUH WKH\SURSRVH WKDW WKH
XSVWUHDP SDUW\ LQ D YHUWLFDO UHODWLRQVKLS XVXDOO\ VWUDWHJLFDOO\ LPSRVHV D OLPLW RQ WKH
GRZQVWUHDPSDUW\¶VOHYHUDJHVRDVWRUHGXFHRSHUDWLQJULVNVDQGUDLVHSURILWV)XUWKHUPRUH
WKHVWXG\SURYLGHVDVXEWOHUHDVRQLQJIRUWKHIUDQFKLVLQJPRWLYHV$GGHGWRWKHDUJXPHQWV
E\ DJHQF\ WKHRU\ DQG UHVRXUFH EDVHG WKHRU\ WKH UHVXOWV RI WKH VWXG\ VXJJHVW WKDW
IUDQFKLVRUV PD\ VWUDWHJLFDOO\ OLPLW WKH IUDQFKLVHH¶V GHEW OHYHO DQG SXUSRVHIXOO\ LQFUHDVH
WKHLU PDWXULW\ OHYHO VR DV WR VHL]H WD[ EHQHILWV ZKLOH PLQLPL]LQJ EDQNUXSWF\ ULVNV
0RUHRYHUWKHVWXG\H[SORUDWLYHO\WHVWVWKHFODVVLFDOFDSLWDOVWUXFWXUHDQGPDWXULW\WKHRULHV
LQWKHFRQWH[WRIIUDQFKLVLQJDQGDGGVH[WUDXQGHUVWDQGLQJRIWKHVHWKHRULHV
:H ILQG HYLGHQFH VXSSRUWLQJ RXU PDLQ SUHGLFWLRQ WKDW WKH IUDQFKLVRU¶V FDSLWDO
VWUXFWXUH LV LQWHUUHODWHGZLWK WKH IUDQFKLVHH¶V FDSLWDO VWUXFWXUH GHFLVLRQ:H ILQG WKDW WKH
IUDQFKLVRU¶V PDWXULW\ LV SRVLWLYHO\ UHODWHG WR WKH GHYLDWLRQ EHWZHHQ IUDQFKLVHH¶V DFWXDO
OHYHUDJH DQG WKHLU RSWLPDO OHYHUDJH $V WKH IUDQFKLVRU LPSRVHV D KLJKHU OHYHO RI
 7KH'HWHUPLQDQWVRI/HYHUDJHDQG0DWXULW\LQ)UDQFKLVLQJ(YLGHQFHLQWKH1HWKHUODQGV 

IUDQFKLVHH¶V OHYHUDJH LQRUGHU WRVFUHHQFDSDEOH IUDQFKLVHHV WKHIUDQFKLVRUDOVR LQFUHDVHV
WKHLUPDWXULW\ WR UHGXFH EDQNUXSWF\ ULVNV 7KHUHIRUH WKHPRUH WKH IUDQFKLVHH¶V OHYHUDJH
H[FHHGVWKHRSWLPDOOHYHUDJHWKHPRUHORQJWHUPGHEWLVUDLVHGE\WKHIUDQFKLVRU
:H ILQG WKDW WKHRXWOHWVSHFLILF IDFWRUV OLNHRXWOHW VL]H KDUG W\SH IUDQFKLVLQJ DQG
QRQIRRGUHWDLOLQJLQGXVWU\PD\VLJQLILFDQWO\DIIHFWWKHIUDQFKLVHH¶VRSWLPDOOHYHUDJHUDWLR
/DUJHURXWOHWVL]HKDUGW\SHIUDQFKLVHDQGQRQIRRGUHWDLOLQJLQGXVWU\FDQOHDGWRDKLJKHU
GHEW OHYHO 2XU UHVXOWV VXSSO\ D SUHOLPLQDU\ XQGHUVWDQGLQJ RI WKH GHWHUPLQDQWV RI
IUDQFKLVHH¶VFDSLWDOVWUXFWXUH$VIRUWKHIUDQFKLVRU¶VOHYHUDJHRXUVWXG\FRUURERUDWHVWKH
SUHGLFWLRQVRIVWDQGDUGFDSLWDOVWUXFWXUHWKHRULHV:HILQGWKDWWKHLPSDFWRIILUPVSHFLILF
IDFWRUV OLNH WDQJLELOLW\ SDVW JURZWK DQG OLTXLGLW\ LV VLJQLILFDQW DQG FRQVLVWHQW ZLWK WKH
SUHGLFWLRQRIFRQYHQWLRQDOFDSLWDOVWUXFWXUH WKHRULHV$V IRU WKH IUDQFKLVRU¶VPDWXULW\ZH
ILQGWKDWLWLVSRVLWLYHO\DIIHFWHGE\IXWXUHJURZWKRSSRUWXQLWLHV:HILQGWKDWQRQGHEWWD[
VKLHOGV SRVLWLYHO\ DIIHFW IUDQFKLVRU¶V PDWXULW\ FKRLFH EXW WKLV LV DW RGGV ZLWK RXU
SUHGLFWLRQ
2XUVWXG\LVQRWZLWKRXWOLPLWDWLRQV)LUVWO\SDQHOGDWDPD\EHPRUHDSSURSULDWHIRU
WKLV VWXG\ EHFDXVH WKH IDFWRUV WKDW GHWHUPLQH WKH FDSLWDO VWUXFWXUH FDQ EH LQIOXHQFHG E\
VRPH ORQJWHUPHIIHFWV7KHVHFRQG OLPLWDWLRQ LV WKHSRWHQWLDORIPHDVXUHPHQWHUURU)RU
H[DPSOH WKHSUR[\ IRU QRQGHEW WD[ VKLHOGV XVHG LQ WKLV VWXG\PD\EH VXEMHFW WR VXFKD
SUREOHP7KLVFRXOGEHRQHRIWKHH[SODQDWLRQVIRUZK\ZHILQGWKHRSSRVLWHVLJQ7KHODVW
LPSRUWDQW OLPLWDWLRQRIRXU VWXG\ LV WKHPLVVLQJYDULDEOHSUREOHP6RPHYDULDEOHVZKLFK
DUHHVVHQWLDO LQ WKHVWDQGDUGFDSLWDOVWUXFWXUH WKHRULHVDUHPLVVLQJ LQRXUVWXG\GXH WR WKH














)UDQFKLVLQJ LV DQ LPSRUWDQW EXVLQHVV SKHQRPHQRQ 7KHUH DUH DQ HVWLPDWHG 
GLIIHUHQW IUDQFKLVRUV IUDQFKLVH EXVLQHVV FRPSDQLHV RSHUDWLQJ LQ WKH 86 DQG WKHUH DUH
EHOLHYHGWREHPRUHWKDQIUDQFKLVHEXVLQHVVHVLQWKH867KHIUDQFKLVLQJLQGXVWU\
DQG EXVLQHVVHV HPSOR\ RYHU PLOOLRQ SHRSOH LQ WKH 86 ,W LV HVWLPDWHG WKDW IUDQFKLVH
EXVLQHVVHVDUHUHVSRQVLEOHIRURYHUWULOOLRQLQHFRQRPLFRXWSXW,W LVDOVRIRXQGWKDW
VDOHV WKURXJK IUDQFKLVHV KDYH DFFRXQWHG IRU D VLJQLILFDQW SURSRUWLRQ RI WKH IROORZLQJ
LQGXVWULHVTXLFNVHUYLFHUHVWDXUDQWVORGJLQJUHWDLOIRRGDQGIXOO
VHUYLFHUHVWDXUDQWV5H\QROGV
7KHUH LV FRQVLGHUDEOH JRYHUQDQFH VWUXFWXUH YDULHW\ LQ IUDQFKLVLQJ %ODLU DQG
/DIRQWDLQH  S SURYLGH VWDWLVWLFV UHJDUGLQJ WKH QXPEHU RI ZKROO\ IUDQFKLVHG
HQWHUSULVHV ZKHUH DOO RXWOHWV DUH RZQHG E\ LQGHSHQGHQW IUDQFKLVHHV GXDO GLVWULEXWLRQ
IUDQFKLVLQJ LQYROYLQJ WKH FRH[LVWHQFH RI ERWK IUDQFKLVRURZQHG GLVWULEXWRUV DQG
LQGHSHQGHQW IUDQFKLVHHV DQG HQWLUHO\ FRPSDQ\ RZQHG HQWHUSULVHV ZKHUH DOO RXWOHWV DUH
RZQHGE\WKHIUDQFKLVRU:HOONQRZQH[DPSOHVRIWKHILUVWW\SHDUH%DVNLQ5REELQV86$
&R DQG$OOHJUD 3ULQW	 ,PDJLQJ ZKLOH0F'RQDOGV (OHYHQ ,QF DQG -DFNVRQ+HZLWW
7D[ 6HUYLFH DUH H[DPSOHV RI WKH VHFRQG W\SH 'XDO GLVWULEXWLRQ IUDQFKLVLQJ LV PRVW
ZLGHVSUHDGRIWKHVHJRYHUQDQFHVWUXFWXUHVZKLOHWKHWKLUGW\SHLHWKHIUDQFKLVRURZQVDOO
RXWOHWVLVUDUH
7KHEXVLQHVVZRUOGDGRSWVDOVRRWKHUJRYHUQDQFH VWUXFWXUHV$QH[DPSOH LV FUHGLW




KRWHOV$&(+DUGZDUH7UXH9DOXH KDUGZDUH DQG6WUDZ+XW3L]]D ,Q WKHVH HQWHUSULVHV
HLWKHUDOORXWOHWVWRJHWKHURZQWKHEUDQGDQGWKHEXVLQHVVIRUPDWRUVRPHRXWOHWVRZQWKH





RU GHFOLQH /DIRQWDLQH DQG 6KDZ  VKRZ WKDW WKH SHUFHQWDJH RI FRPSDQ\RZQHG




)RUH[DPSOH WKHDXWR UHQWDO FRPSDQLHV+HUW]DQG1DWLRQDOKDYHKLJK OHYHOVRIFRPSDQ\
RZQHUVKLS  DQG  UHVSHFWLYHO\ ZKLOH %XGJHW 7KULIW\ DQG 'ROODU KDYH PXFK
ORZHU OHYHOV RI FRPSDQ\ RZQHUVKLS 7KHLU UHJUHVVLRQ UHVXOWV VKRZ D VWURQJ SRVLWLYH
UHODWLRQVKLSEHWZHHQEUDQGYDOXHDQGWKHSHUFHQWDJHRIFRPSDQ\RZQHGRXWOHWV
7KLV FKDSWHU SUHVHQWV D PRGHO WR H[SODLQ WKH FKRLFH RI JRYHUQDQFH VWUXFWXUH LQ
IUDQFKLVLQJ$VWDQGDUGZD\RIGHOLQHDWLQJDJRYHUQDQFHVWUXFWXUHLVWRGLVWLQJXLVKLQFRPH
DQG GHFLVLRQ ULJKWV +DQVPDQQ  ,QFRPH ULJKWV DGGUHVV WKH TXHVWLRQ µ+RZ DUH
EHQHILWV DQG FRVWV DOORFDWHG"¶ LH WKH\ VSHFLI\ WKH ULJKWV WR UHFHLYH WKH EHQHILWV DQG
REOLJDWLRQV WRSD\ WKH FRVWV WKDW DUH DVVRFLDWHGZLWK WKHXVHRI DQ DVVHW)RU H[DPSOH D
IUDQFKLVHKDVWRFKRRVHWKHOHYHORIWKHUR\DOW\UDWHDQGWKHIUDQFKLVHIHH2WKHULPSRUWDQW
WKHPHVUHJDUGLQJ LQFRPHULJKWVDUH ILQDQFLQJFRVWDOORFDWLRQVFKHPHVDQG WKHHIIHFWVRI
KRUL]RQWDO DV ZHOO DV YHUWLFDO FRPSHWLWLRQ 'HFLVLRQ ULJKWV LQ WKH IRUP RI DXWKRULW\ DQG
UHVSRQVLELOLW\ DGGUHVV WKH TXHVWLRQ µ:KR KDV DXWKRULW\ RU FRQWURO"¶ LH WKH\ FRQFHUQ DOO
ULJKWVDQGUXOHVUHJDUGLQJWKHGHSOR\PHQWDQGXVHRIDVVHWV)RUH[DPSOHDIUDQFKLVHFKDLQ
KDV WR GHFLGH KRZ PDQ\ RXWOHWV ZLOO EH FRPSDQ\RZQHG ,PSRUWDQW WKHPHV UHJDUGLQJ
DXWKRULW\DUHLWVDOORFDWLRQµPDNHRUEX\¶GHFLVLRQIRUPDOYHUVXVUHDODXWKRULW\UHODWLRQDO
 &KDSWHU
FRQWUDFWV DFFHVV GHFLVLRQ FRQWURO UDWLILFDWLRQ PRQLWRULQJ GHFLVLRQ PDQDJHPHQW
LQLWLDWLRQ LPSOHPHQWDWLRQ WDVN GHVLJQ FRQIOLFW UHVROXWLRQ DQG HQIRUFHPHQW
PHFKDQLVPV7KLVFKDSWHUKLJKOLJKWVWKHDOORFDWLRQRIGHFLVLRQULJKWV





WKH UHODWLRQVKLSEHWZHHQ WKH LQYHVWPHQW LQ VSHFLILF DVVHWV OLNH WKHEUDQGQDPHDQG ORFDO
PDUNHW NQRZOHGJH DQG JRYHUQDQFH VWUXFWXUH LH WKH DOORFDWLRQ RI ULJKWV 0RUH
VSHFLILFDOO\WKHUHODWLRQVKLSEHWZHHQWKHVSHFLILFLQYHVWPHQWVRIDOOSDUWLHVLQWKHIUDQFKLVH
V\VWHPDQGLWVHIILFLHQWJRYHUQDQFHVWUXFWXUHLVLQYHVWLJDWHGIURPDQLQFRPSOHWHFRQWUDFWLQJ
SHUVSHFWLYH)UDQFKLVHHV DQG WKH IUDQFKLVRU LQYHVW LQ GLIIHUHQW DFWLYLWLHV )RU H[DPSOH
IUDQFKLVHHV LQYHVW LQ ORFDO DGYHUWLVLQJ DQG FXVWRPHU VHUYLFH TXDOLW\ FRQWURO KXPDQ




LQGLFDWHG E\ WKH DERYH REVHUYDWLRQV DERXW ZLGHVSUHDG VWDEOH GXDO GLVWULEXWLRQ 7KLV LV
FDSWXUHG E\ WKH VSHFLILFDWLRQ RI D XQLTXH GXDO GLVWULEXWLRQ EHQHILW LH D V\VWHPLF HIIHFW
0DQ\LGHDVUHJDUGLQJWKHPRGHOLQJRIDGXDOGLVWULEXWLRQEHQHILWKDYHEHHQSURSRVHGLQWKH
OLWHUDWXUH)XOOFRPSDQ\RZQHUVKLSHQWDLOVVWURQJHULQYHVWPHQWLQFHQWLYHVIRUWKHIUDQFKLVRU
EXW LW PD\ LQFUHDVH PRQLWRULQJ FRVWV WR SUHYHQW VKLUNLQJ FDSLWDO FRVWV DQG VHDUFK FRVWV
   
6DORQHUHWDOGLVWLQJXLVKLQFHQWLYHVDQGDXWKRULW\
'HFLVLRQULJKWVDUHUHOHYDQWQH[WWRLQFRPHULJKWVEHFDXVHFRQWUDFWVDUHLQJHQHUDOLQFRPSOHWHGXH
WR WKH FRPSOH[LW\ RI WKH WUDQVDFWLRQ RU WKH YDJXHQHVV RI ODQJXDJH ,QFRPSOHWH FRQWUDFWV DUH
FRPSOHWHG E\ WKH DOORFDWLRQ RI DXWKRULW\ LQ RUGHU WR GHFLGH LQ FLUFXPVWDQFHV QRW FRYHUHG E\ WKH
FRQWUDFW
:LQGVSHUJHUDQG'DQWSURYLGHVXSSRUWIRUWKLVSHUVSHFWLYHLQDIUDQFKLVLQJFRQWH[W
7KH LQWHUHVWV RI WKH IUDQFKLVHHV DQG WKH IUDQFKLVRU DUH XVXDOO\ QRW FRPSOHWHO\ DOLJQHG ZLWK WKH
LQWHUHVWVRIWKHHQWLUHIUDQFKLVHV\VWHP,OOXVWUDWLRQVDUHWKHFRQFHUQVDERXWIUHHULGLQJE\IUDQFKLVHHV




 /HZLQ6RORPRQ  DUJXHV WKDW D GXDO GLVWULEXWLRQ IUDQFKLVH HQKDQFHV
LQQRYDWLRQ E\ SURYLGLQJ D FUHGLEOH VLJQDO WR SRWHQWLDO IUDQFKLVHHV WKDW RQO\ SURILWDEOH
LQQRYDWLRQVZLOOEHLPSOHPHQWHG6RUHQVRQDQG6¡UHQVHQH[SODLQWKHIUDQFKLVHPL[
DV WKH UHVXOW RI D WUDGHRII EHWZHHQ H[SORUDWLRQ IUDQFKLVLQJ DQG H[SORLWDWLRQ FRPSDQ\
RZQHGXQLWVLQRUJDQL]DWLRQDOOHDUQLQJ7KHUHODWLYHFRPSHQVDWLRQOLWHUDWXUHKLJKOLJKWVWKH
µUDWFKHWLQJ¶ RI LQFHQWLYHV /D]HDU DQG 5RVHQ  *UHHQ DQG 6WRNH\ 
&RPSOHPHQWDULWLHVDORQJWKHOLQHVRI%UDGDFKDUHFHQWUDOLQWKHV\VWHPRIDWWULEXWHV
OLWHUDWXUH +ROPVWURP DQG 0LOJURP   )LVKHU DQG +DUULQJWRQ  LV DQ
H[DPSOH RXWVLGH WKH IUDQFKLVLQJ OLWHUDWXUH ZKLFK PD\ SURYLGH D ZD\ RI PRGHOLQJ WKH
HYLGHQFHWKDWODUJHUXUEDQXQLWVEHLQJFORVHWRKHDGTXDUWHUVDUHPRUHOLNHO\WREHFRPSDQ\
RZQHG VHH/DIRQWDLQH DQG6ODGH  IRU D UHYLHZ7KH VL]H RI WKH GXDO GLVWULEXWLRQ
EHQHILW LV WUHDWHG DV DQ H[RJHQRXV SDUDPHWHU LQ RXU PRGHO LQ RUGHU WR KLJKOLJKW WKH
UHODWLRQVKLS EHWZHHQ LQYHVWPHQW LQFHQWLYHV DQG JRYHUQDQFH VWUXFWXUH 7KLV SDUDPHWHU LV
WKHUHIRUHWREHLQWHUSUHWHGDVDUHGXFHGIRUPRIDQXQGHUO\LQJLQWHUDFWLRQSURFHVV
$ JRYHUQDQFH VWUXFWXUH KDV DQ LPSDFW RQ WKH LQFHQWLYH WR LQYHVW EHFDXVH LW
GHWHUPLQHV WKH DOORFDWLRQ RI RZQHUVKLS RYHU DVVHWV WR YDULRXV SDUWLHV7KH YDOXH RI DQ
HIILFLHQWJRYHUQDQFHVWUXFWXUHLVWKDWLWSURYLGHVDOOSDUWLHVZLWKLQFHQWLYHVWRLQYHVWLQVXFK
DZD\ WKDW WKH HQWLUH IUDQFKLVH V\VWHPJHQHUDWHV WKH KLJKHVW YDOXH:H FRPSDUHZKROO\
IUDQFKLVHG V\VWHPV ZKROO\RZQHG V\VWHPV DQG PL[HGGXDO GLVWULEXWLRQ V\VWHPV 
&LUFXPVWDQFHVDUHLGHQWLILHGZKHQGXDOGLVWULEXWLRQLVWKHXQLTXHJRYHUQDQFHVWUXFWXUHWKDW
LQGXFHVLQYHVWPHQWE\ WKHYDULRXVSDUWLHVH[DFWO\ZKHQLW LVHIILFLHQW WRGRVR7KHWUDGH
RIIV LQYROYHG LQ WKHGHWHUPLQDWLRQ LQ WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH DUH DGGUHVVHGE\
DQVZHULQJ WZR TXHVWLRQV:KDW LV WKH LQFHQWLYH WR LQYHVW IRU HDFK SDUW\ LQ WKH IUDQFKLVH
   
SUR[LPDWHO\WRWKHLUIUDQFKLVHHV¶H[LVWLQJXQLWV.DOQLQV,WLVWKHUHIRUHDVVXPHGWKDWHDFKSDUW\
PD[LPL]HVLWVRZQSURILWQRWWKHSURILWVRIWKHIUDQFKLVHV\VWHP









V\VWHP LQ HDFK JRYHUQDQFH VWUXFWXUH" :KLFK JRYHUQDQFH VWUXFWXUHV DUH HIILFLHQW XQGHU
ZKLFKFLUFXPVWDQFHV"
7KHFKDSWHULVRUJDQL]HGDVIROORZV6HFWLRQSUHVHQWVWKHPRGHO,QVHFWLRQWKH











7KLV VHFWLRQ SUHVHQWV D QRQFRRSHUDWLYH JDPH WKHRUHWLF PRGHO RI WKH LQWHUDFWLRQV
EHWZHHQJRYHUQDQFH VWUXFWXUH DQG WKH LQYHVWPHQWV RI WKHSDUWLHV LQ WKH IUDQFKLVH V\VWHP
7KH GHFLVLRQ PDNLQJ SDUWLHV WKH LQYHVWPHQW DQG JRYHUQDQFH VWUXFWXUH SRVVLELOLWLHV WKH
SD\RIIV DQG WKH VHTXHQFH RI GHFLVLRQVZLOO EH VSHFLILHG)LJXUH  SUHVHQWV D IUDQFKLVH




$ IUDQFKLVH V\VWHP FRQVLVWLQJ RI MXVW  GLVWULEXWRUV LV D VW\OL]HGPRGHOLQJ RI UHDOLW\ +RZHYHU
/DIRQWDLQH DQG 6KDZ  VKRZ WKDW H[SHULHQFHG IUDQFKLVRUV PDLQWDLQ D IL[HG SHUFHQWDJH RI





















IUDQFKLVHH LH SDUW\  KDV QR SRZHU 7KH SRZHU RI WKH GLVWULEXWRUV LV UHYHUVHG LQ
JRYHUQDQFHVWUXFWXUH,,,7KHHQWLUHFKDLQLVIUDQFKLVHGLQJRYHUQDQFHVWUXFWXUH,9)LQDOO\
WKUHHFRRSHUDWLYHIUDQFKLVHVDUHGLVWLQJXLVKHG$FRRSHUDWLYHIUDQFKLVHLVFKDUDFWHUL]HGE\
WKH DVVHWV RI WKH IUDQFKLVRU EHLQJ RZQHG E\ RQH RU ERWK GLVWULEXWRUV ,Q JRYHUQDQFH
VWUXFWXUH 9 WKH WZR VWRUHV KDYH WKH RZQHUVKLS RYHU WKH HQWLUH QHWZRUN *RYHUQDQFH
VWUXFWXUH9 LVFDOOHGDFRRSHUDWLYH IUDQFKLVH7KHUHDUH WZRGXDOGLVWULEXWLRQFRRSHUDWLYH
IUDQFKLVHVDVZHOO7KH ORZYDOXHGLVWULEXWRURZQV WKHEUDQG LQJRYHUQDQFH VWUXFWXUH9,
ZKLOHWKHKLJKYDOXHGLVWULEXWRURZQVWKHEUDQGLQJRYHUQDQFHVWUXFWXUH9,,
7KH SUHYLRXV VHFWLRQ KDV PRWLYDWHG WKDW GXDO GLVWULEXWLRQ PD\ UHVXOW LQ XQLTXH
EHQHILWV7KH\PD\RULJLQDWHDQ\ZKHUHLQWKHIUDQFKLVHV\VWHPDQGPD\EHDOORFDWHGWRRQH
RUPRUHSDUWLHV$JHQHUDOZD\WRGHVFULEHWKHV\VWHPHIIHFWVRIDQLQYHVWPHQWLQDVSHFLILF
JRYHUQDQFH VWUXFWXUH JHQHUDWLQJ D GXDO GLVWULEXWLRQ HIIHFW LV WR GHILQH D SDUDPHWHU ıLMJ
ZKHUHLM∈^`DQGJ∈^,,,,,9,9,,`3DUDPHWHUıLMJLVWREHLQWHUSUHWHGDVWKHHIIHFWRI
GXDOGLVWULEXWLRQJRYHUQDQFHVWUXFWXUHJRQWKHYDOXHRIWKHLQYHVWPHQWRISDUW\LEHQHILWLQJ
SDUW\ M$QXPEHURIFDVHVPD\EH LOOXPLQDWLQJ)LUVW LI WKHGXDOGLVWULEXWLRQEHQHILW LVD















































7KH QH[W WZR VHFWLRQV GHWHUPLQH WKH HTXLOLEULXP IHDWXUHV RI WKH DERYHPRGHO ,Q
RUGHU WR NHHS WKH DQDO\VLV DV VLPSOH DV SRVVLEOH ZH DQDO\]H WKH FDVH ZKHUH WKH GXDO
GLVWULEXWLRQ EHQHILW DULVHV RQO\ IURP WKH LQYHVWPHQW RI HLWKHU SDUW\  RU  DOO WKH GXDO
GLVWULEXWLRQ EHQHILWV RI DQ LQYHVWPHQW DUH FDSWXUHG E\ RQH SDUW\ LQ HDFK JRYHUQDQFH
VWUXFWXUH DQG WKHHIIHFWRI WKH LQYHVWPHQWRISDUW\DQGSDUW\ LV LGHQWLFDO'HQRWH WKH
GXDO GLVWULEXWLRQ HIIHFW E\ ı7KLV FDVH KLJKOLJKWV DOUHDG\ WKHPDLQ LQYHVWPHQW LQFHQWLYH
HIIHFWVRIWKHYDULRXVJRYHUQDQFHVWUXFWXUHV7DEOHSUHVHQWVWKHVSHFLILFDWLRQRIıLMJRI
WKH PRGHO WR EH DQDO\]HG LQ WKH QH[W WZR VHFWLRQV 7KH YDOXHV ıMJ  UHIOHFW WKH ILUVW







         
,,    ı     ı
,,,     ı  ı  
9,     ı    ı
9,,     ı    ı

7DEOHSUHVHQWVWKHSD\RIIRIHDFKSDUW\LQHYHU\JRYHUQDQFHVWUXFWXUHZKHQDOO
SDUWLHV LQYHVW7KHVHSD\RIIV UHIOHFW WKHYDOXH DQG FRVWV RI LQYHVWPHQW DQG WKH LPSDFW RI
JRYHUQDQFHVWUXFWXUH7KH$SSHQGL[PRWLYDWHVWKHVHSD\RIIVE\SUHVHQWLQJWKHXQGHUO\LQJ
FKDUDFWHULVWLFIXQFWLRQIRUPV)RUH[DPSOHWKHIUDQFKLVRUHQMR\VDSD\RII$ı%NZKHQ
KH LQYHVWV LQ JRYHUQDQFH VWUXFWXUH ,, 5HYHQXH $ LV UHFHLYHG GXH WR RZQLQJ WKH
EUDQGWUDGHPDUNDQGUHYHQXHı%LVGXHWRGXDOGLVWULEXWLRQDQGRZQHUVKLSRIWKHRXWOHWRI
SDUW\  7KH FRVWV RI LQYHVWPHQW DUH N 3DUW\  UHFHLYHV QR UHYHQXHV GXH WR ODFN RI
 










, $%&N N N
,, $ı%N N ı&N
,,, $ı&N ı%N N
,9 $N %N &N
9 N $%N $&N
9, N $ı%N ı&N




WKH VHTXHQFHRI GHFLVLRQV ,W LV LQ OLQHZLWK WKH FODVVLF LQFRPSOHWH FRQWUDFWLQJPRGHOV RI
*URVVPDQ DQG +DUW  DQG +DUW DQG 0RRUH  LH LQYHVWPHQW GHFLVLRQV DUH
SUHFHGHGE\ WKH GHWHUPLQDWLRQ RI JRYHUQDQFH VWUXFWXUH$ JRYHUQDQFH VWUXFWXUH DOORFDWHV
WKH EDUJDLQLQJ VWUHQJWK RI HDFK SDUW\ LQ WKH ILUVW VWDJH ZKLOH EDUJDLQLQJ SRVLWLRQV DUH





UHVLGXDO FRQWURO  SRZHU  DXWKRULW\ WR GHFLGH LQ XQIRUHVHHQ FLUFXPVWDQFHV $ SDUW\ LV
ZLOOLQJ WRGHWHULRUDWH LWVEDUJDLQLQJSRVLWLRQ LQ WKH VHFRQGVWDJHE\FKRRVLQJ WR LQYHVW LQ
VSHFLILFDVVHWVZKHQWKHSUHYDLOLQJJRYHUQDQFHVWUXFWXUHDOORFDWHVVXIILFLHQWSRZHUWRWKLV
 
&RQWUDFWXDO LQFRPSOHWHQHVV HQWDLOV WKDW LW LV KDUG WR YHULI\ H[ SRVW WKDW D SDUW\ KDV PDGH DQ
LQYHVWPHQW DQG WKH DVVRFLDWHG FRVWV ([DPSOHV DUH LQYHVWPHQWV LQ V\VWHPVSHFLILF DVVHWV OLNH WKH
















WKH JRYHUQDQFH DQG LQYHVWPHQW DOWHUQDWLYHV WKH SD\RIIV DQG WKH VHTXHQFH RI GHFLVLRQV
7KLV VHFWLRQ SUHVHQWV WKH HTXLOLEULXP LQYHVWPHQW GHFLVLRQ RI HDFK SDUW\ 7KH VXEJDPH
SHUIHFW HTXLOLEULXP RI WKH JDPH LV GHWHUPLQHG E\ WKH PHWKRG RI EDFNZDUG LQGXFWLRQ ,W
HQWDLOV WKDW WKH LQYHVWPHQW GHFLVLRQV LQ WKH VHFRQG VWDJHRI WKHJDPHDUH DGGUHVVHG ILUVW
JLYHQWKHFKRLFHRIJRYHUQDQFHVWUXFWXUH$SDUW\FKRRVHVHLWKHUWRLQYHVWRUQRWWRLQYHVW
,QYHVWPHQWE\SDUW\LHQWDLOVDFRVWNLIRUWKLVSDUW\DQGJHQHUDWHVYDOXH,IDSDUW\GRHVQRW
LQYHVW WKHQ WKHUH DUH QR FRVWV RI LQYHVWPHQW DQG QR YDOXH LV JHQHUDWHG $ SDUW\ LQYHVWV
ZKHQWKHSD\RIIRILQYHVWPHQWLVKLJKHUWKDQWKHSD\RIIRIQRWLQYHVWLQJ6XEVHTXHQWO\WKH
FKRLFH RI JRYHUQDQFH VWUXFWXUH LV DGGUHVVHG DQWLFLSDWLQJ WKH HTXLOLEULXP LQYHVWPHQW
GHFLVLRQVLQWKHQH[WVWDJHRIWKHJDPH
)LJXUH  SUHVHQWV WKH SD\RIIV RI WKH VXEJDPH SHUIHFW HTXLOLEULXP LQYHVWPHQW
































































































7KLV VHFWLRQ IRUPXODWHV UHVXOWV UHJDUGLQJ WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH )LUVW
EHVW HIILFLHQF\ HQWDLOV WKDW WKH KLJKHVW SRVVLEOH VXUSOXV LV JHQHUDWHG &RQVLGHU WKH FDVH
N≤$*HQHUDWLRQRIWKHKLJKHVWVXUSOXVUHTXLUHVWKDWSDUW\LQYHVWVRQO\ZKHQNı%
Nı&ZKLOHSDUW\VKRXOGDOZD\V LQYHVW)LJXUHVKRZVJRYHUQDQFHVWUXFWXUH,, LV
WKH XQLTXH ILUVW EHVW HIILFLHQW JRYHUQDQFH VWUXFWXUH ZKHQ N!ı% DQG Nı& ZKLOH
JRYHUQDQFHVWUXFWXUH,,,LVWKHXQLTXHILUVWEHVWHIILFLHQWJRYHUQDQFHVWUXFWXUHZKHQNı%
DQGN!ı&7KHJRYHUQDQFHVWUXFWXUHV,,9DUHILUVWEHVWHIILFLHQWZKHQN!ı%DQGN!ı&




























$ QXPEHU RI UHVXOWV FDQ EH IRUPXODWHG )LUVW WKH GXDO GLVWULEXWLRQ FRRSHUDWLYH
IUDQFKLVHV9, DQG9,, DUH LGHQWLFDO LQ WHUPV RI LQYHVWPHQW LQFHQWLYHV IRU DOO SDUWLHV DQG
WKHUHIRUHLGHQWLFDOLQWHUPVRIHIILFLHQF\7KHIUDQFKLVRUZLOOQRWLQYHVWLQWKHVHJRYHUQDQFH
VWUXFWXUHV LQ HTXLOLEULXP GXH WR QRW KDYLQJ DQ\ SRZHU 2ZQHUVKLS RI WKH DVVHWV RI WKH
IUDQFKLVRU JHQHUDWHV WKHUHIRUHQR UHYHQXHV IRU WKHRZQHU ,W LPSOLHV DOVR WKDW LW GRHVQRW
PDWWHUIRUHIILFLHQF\ZKLFKIUDQFKLVHHRZQVWKHDVVHWVRIWKHIUDQFKLVRUEHFDXVHWKHYDOXH
RIRZQLQJDQRQLQYHVWLQJIUDQFKLVRULV7KLVUHVXOWLVVWDWHGLQSURSRVLWLRQ



















6HFRQG FRRSHUDWLYH IUDQFKLVH 9 LV QHYHU HIILFLHQW ,W LV GRPLQDWHG E\ WKH GXDO







LQYHVWLQJ LQ WKHJRYHUQDQFHVWUXFWXUHV ,,9 1RERG\ LQYHVWV LQ WKHJRYHUQDQFHVWUXFWXUHV
99,,7KH\DUHLQHIILFLHQW+RZHYHULIRQHRIWKHVHLQHTXDOLWLHVGRHVQRWKROGWKHQ,LV
DOZD\V VWULFWO\ GRPLQDWHG E\ HLWKHU ,, ,,, RU ,9 7KH IUDQFKLVRU DQG DW OHDVW RQH RI WKH
VHOOHUV ZLOO LQYHVW LQ WKH JRYHUQDQFH VWUXFWXUHV ,,,9 ZKHUHDV WKH IUDQFKLVRU LV WKH RQO\
SDUW\LQYHVWLQJLQJRYHUQDQFHVWUXFWXUH,3URSRVLWLRQVXPPDUL]HVWKLVUHVXOW
3URSRVLWLRQ  :KROO\ FRPSDQ\ RZQHG IUDQFKLVH , LV QHYHU XQLTXHO\
HIILFLHQW
)RXUWKJRYHUQDQFHVWUXFWXUH ,,, LV WKHXQLTXHHIILFLHQWJRYHUQDQFHVWUXFWXUH LQ WKH
QRUWKZHVW UHFWDQJOH6HOOHU&QHYHU LQYHVWVZKHQN!ı&EHFDXVH WKHFRVWVRI LQYHVWPHQW
DUHWRRKLJKUHJDUGOHVVWKHFKRLFHRIJRYHUQDQFHVWUXFWXUH7KLVLVHIILFLHQW7KHIUDQFKLVRU





LWV FRVWV3DUW\ LQYHVWV LQ WKHJRYHUQDQFH VWUXFWXUHV ,,, DQG ,9GXH WRKDYLQJVXIILFLHQW
SRZHU*RYHUQDQFHVWUXFWXUH,,,VWULFWO\GRPLQDWHVJRYHUQDQFHVWUXFWXUH,9ZKHQWKHUHDUH
SRVLWLYH GXDO GLVWULEXWLRQ H[WHUQDOLWLHV LH ı! EHFDXVH WKH VXUSOXV ı%N JHQHUDWHG E\
VHOOHU%LQJRYHUQDQFHVWUXFWXUH,,,LVODUJHUWKDQWKHVXUSOXV%N!RISDUW\JHQHUDWHGLQ





3URSRVLWLRQ  'XDO GLVWULEXWLRQ IUDQFKLVLQJ ,,, RU ,9 LV WKH XQLTXH
HIILFLHQW JRYHUQDQFH VWUXFWXUH ZKHQ WKH FRVWV RI LQYHVWPHQW RI WKH
IUDQFKLVHHKDYLQJSRZHUDUHQRWWRRODUJHDQGWKHFRVWVRILQYHVWPHQWRI
WKHIUDQFKLVHHZLWKRXWSRZHUDUHODUJH
)LIWK WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH FKRLFH LQ WKH VRXWKZHVW GHSHQGV RQ WKH
SDUDPHWHU YDOXHV7KH UHVXOWVDUHSUHVHQWHG LQ WZRSDUWV)LUVW FRQVLGHU WKHHIILFLHQF\RI
JRYHUQDQFH VWUXFWXUHV ZLWK WKH IUDQFKLVRU KDYLQJ DXWKRULW\ 7KH HIILFLHQW JRYHUQDQFH
VWUXFWXUH LV GHWHUPLQHG E\ FRPSDULQJ WKH JRYHUQDQFH VWUXFWXUHV ,, ,,, DQG ,9 ,I WKH
IUDQFKLVRU KDV SRZHU WKHQ JRYHUQDQFH VWUXFWXUH ,9 LV WKH XQLTXH HIILFLHQW JRYHUQDQFH
VWUXFWXUH FKRLFHZKHQ N DQG N DUH VPDOO DQG ı LV OLPLWHG7KH LQWHUPHGLDWH LQYHVWPHQW
LQFHQWLYHV IRU ERWK GLVWULEXWRUV LQ JRYHUQDQFH VWUXFWXUH ,9 FUHDWH PRUH YDOXH WKDQ WKH
VWURQJ LQYHVWPHQW LQFHQWLYH IRU HLWKHU SDUW\  LQ JRYHUQDQFH VWUXFWXUH ,,, RU SDUW\  LQ
JRYHUQDQFH VWUXFWXUH ,, ZKHQ WKH VL]H RI WKH GXDO GLVWULEXWLRQ H[WHUQDOLW\ LV OLPLWHG LH
ı%&7KHDWWUDFWLYHQHVVRIJRYHUQDQFH VWUXFWXUH ,9 LV WKDWERWKGLVWULEXWRUV KDYHDQ
LQFHQWLYHWRLQYHVWEHFDXVHHDFKRIWKHPKDVSRZHU+RZHYHUWKHSRVLWLYHGXDOGLVWULEXWLRQ
H[WHUQDOLW\ FDQQRW HPHUJH *RYHUQDQFH VWUXFWXUHV ,, DQG ,,, KDYH WKH DGYDQWDJH RI
JHQHUDWLQJ WKH SRVLWLYH GXDO GLVWULEXWLRQ H[WHUQDOLW\ EXW RQO\ WKH LQGHSHQGHQW GLVWULEXWRU
LQYHVWV 7KH YDOXH RI KDYLQJ WZR GLVWULEXWRUV LQYHVWLQJ ZLWKRXW JHQHUDWLQJ WKH GXDO





WR EH FRPSDUHG ZLWK WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH ZKHQ WKH IUDQFKLVRU KDV QR
DXWKRULW\ LH JRYHUQDQFH VWUXFWXUH 9, 9,, *RYHUQDQFH VWUXFWXUH ,, GRPLQDWHV WKH
JRYHUQDQFHVWUXFWXUHV9,DQG9,,ZKHQNı%$NLHWKHGXDOGLVWULEXWLRQH[WHUQDOLW\









DQG WKH FRVWV RI LQYHVWPHQW RI DW OHDVW RQHRI WKH IUDQFKLVHHV DUH DW DQ
LQWHUPHGLDWHOHYHOWKHQDGXDOGLVWULEXWLRQFRRSHUDWLYHIUDQFKLVHLVWKH
XQLTXH HIILFLHQW JRYHUQDQFH VWUXFWXUH ZKHQ WKH LQYHVWPHQW E\ WKH
IUDQFKLVRUDGGVPRUHOHVVYDOXHWKDQKDYLQJWZRLQYHVWLQJIUDQFKLVHHV
7KH FRPSDULVRQ EHWZHHQ ,9 DQG 9, 9,, LV GULYHQ E\ WKH GXDO GLVWULEXWLRQ
H[WHUQDOLW\ HIIHFW&KRRVLQJEHWZHHQ DOORFDWLQJ DXWKRULW\ WR WKH IUDQFKLVRU LQ JRYHUQDQFH
VWUXFWXUH,9DQGWDNLQJDZD\DXWKRULW\IURPWKHIUDQFKLVRULQWKHJRYHUQDQFHVWUXFWXUHV9,
DQG 9,, HQWDLOV D WUDGHRII EHWZHHQ VDFULILFLQJ WKH JHQHUDWLRQ RI WKH GXDO GLVWULEXWLRQ
H[WHUQDOLW\DWERWKRXWOHWVYHUVXV VDFULILFLQJ WKHYDOXHRIEUDQGGHYHORSPHQW ,I$Nı
%&LHWKHYDOXHDGGHGRIWKHEUDQGLVLQVXIILFLHQWRUWKHGXDOGLVWULEXWLRQH[WHUQDOLW\
LVVXEVWDQWLDOWKHQJRYHUQDQFHVWUXFWXUH,9LVGRPLQDWHGE\JRYHUQDQFHVWUXFWXUH9, 9,,
6R WDNLQJ SRZHU DZD\ IURP WKH IUDQFKLVRU E\ VZLWFKLQJ WR WKH GXDO GLVWULEXWLRQ




LQYHVWPHQW RI ERWK IUDQFKLVHHV DUH ORZ WKH GXDO GLVWULEXWLRQ EHQHILW LV
PRGHUDWH DQG WKH LPSRUWDQFH RI WKH EUDQG LV DERYH EHORZ D FHUWDLQ
OHYHORIWKHGXDOGLVWULEXWLRQHIIHFW
1RWLFH WKDW LW LV QRW QHFHVVDU\ IRU GXDO GLVWULEXWLRQ IUDQFKLVLQJ EHLQJ D XQLTXH
HIILFLHQW JRYHUQDQFH VWUXFWXUH WKDW %& 7KH YDOXH JHQHUDWHG E\ WKH LQGHSHQGHQW
GLVWULEXWRULQDGXDOGLVWULEXWLRQJRYHUQDQFHVWUXFWXUHLVKLJKHUWKDQWKHYDOXHJHQHUDWHGE\
HLWKHURQHRU WZRGLVWULEXWRUV LQJRYHUQDQFH VWUXFWXUH ,97KLV UHVXOW VKRZV WKDW LW LV QRW
 &KDSWHU
QHFHVVDU\ IRU WKH HPHUJHQFH RI GXDO GLVWULEXWLRQ WKDW WKHUH DUH ORFDWLRQDO GLIIHUHQFHV RU
RWKHUGLIIHUHQFHVEHWZHHQWKHGLVWULEXWRUV7KLVUHVXOWLVVWDWHGLQSURSRVLWLRQ
3URSRVLWLRQ  6\VWHP ZLGH H[WHUQDOLWLHV DUH UHVSRQVLEOH IRU GXDO
GLVWULEXWLRQIUDQFKLVLQJEHLQJWKHXQLTXHHIILFLHQWJRYHUQDQFHVWUXFWXUH
QRWORFDWLRQDORURWKHUGLIIHUHQFHV
:H KDYH QRZ FRYHUHG WKH FDVH ı%& LH D SRVLWLYH EXW OLPLWHG GXDO
GLVWULEXWLRQH[WHUQDOLWLHV,IWKHUHDUHVXEVWDQWLDOSRVLWLYHGXDOGLVWULEXWLRQH[WHUQDOLWLHVLH
ı%&WKHQWKHVL]HRIWKHVRXWKZHVWUHFWDQJOHLV]HUR7KHUHDUHQRSDUDPHWHUYDOXHV
IRUZKLFK JRYHUQDQFH VWUXFWXUH ,9 LV WKH XQLTXH HIILFLHQW JRYHUQDQFH VWUXFWXUH DQ\PRUH
7KHLQWHUPHGLDWHLQYHVWPHQWLQFHQWLYHVIRUERWKGLVWULEXWRUVLQJRYHUQDQFHVWUXFWXUH,9DUH
QRW VWURQJ HQRXJK WR RYHUULGH WKH VWURQJ LQYHVWPHQW LQFHQWLYHV IRU HLWKHU SDUW\  LQ
JRYHUQDQFHVWUXFWXUH,,,RUSDUW\LQJRYHUQDQFHVWUXFWXUH,,
$ ILJXUH VLPLODU WR ILJXUH  FDQ EH GHWHUPLQHG ZKHQ ı ,W WXUQV RXW WKDW
JRYHUQDQFHVWUXFWXUH,9LVILUVWEHVWHIILFLHQWIRUDOOSDUDPHWHUYDOXHV,WSUHYHQWVRQWKH





















7KH PDQDJHULDO LPSOLFDWLRQV RI RXU PRGHO UHODWH WR WKH VHFRQG EHVW HIILFLHQW
JRYHUQDQFHVWUXFWXUH WKHHIIHFWRIFKDQJHV LQ WKHSDUDPHWHUVRQ WKHVHFRQGEHVWHIILFLHQW
JRYHUQDQFH VWUXFWXUH DQG VHFWRUDO GLIIHUHQFHV )LUVW LI IRU VSHFLILF SDUDPHWHU YDOXHV WKH
DFWXDOJRYHUQDQFHVWUXFWXUHGLIIHUVIURPWKHHIILFLHQWJRYHUQDQFHVWUXFWXUHSUHGLFWHGE\WKH
PRGHO WKHQ WKLV GLVFUHSDQF\ KDV WR EH H[SODLQHG0DQ\ SUREOHPV DUH LQYROYHG LQ GRLQJ
VXFKDQH[HUFLVHEHFDXVHWKHDFWXDOEXVLQHVVZRUOGDQGDPRGHODUHKDUGO\HYHUDSHUIHFW
PDWFK +RZHYHU LI WKH PRGHO SUHGLFWV WKDW WKHUH DUH QR FLUFXPVWDQFHV IRU D FHUWDLQ
JRYHUQDQFHWREHHIILFLHQWWKHQLWHQWDLOVWKDWLWVRFFXUUHQFHLVH[SHFWHGWREHDEVHQW2XU
UHVXOWV VKRZ WKDW ZKROO\±FRPSDQ\ RZQHG IUDQFKLVLQJ LH JRYHUQDQFH VWUXFWXUH , LV QRW
OLNHO\ WRRFFXU7KLV LV LQ OLQHZLWK WKHREVHUYDWLRQVRI%ODLU DQG/DIRQWDLQH  WKDW










6HFRQG WKH PRGHO LPSOLHV D QXPEHU RI FKDQJHV LQ WKH HIILFLHQW JRYHUQDQFH
VWUXFWXUHGXH WRFKDQJHV LQ WKHH[RJHQRXVSDUDPHWHUV/DIRQWDLQHDQG6KDZVKRZ
WKDWWKHSHUFHQWDJHRIFRPSDQ\RZQHGRXWOHWVLQFUHDVHVZKHQWKHYDOXHRIWKHEUDQGQDPH
LQFUHDVHV LH$N2XUPRGHO LV LQFRQFOXVLYH DERXW WKLV UHODWLRQVKLSEHFDXVH WKHGRWWHG
OLQH LQ ILJXUH  LWV ORFDWLRQ EHLQJ GHWHUPLQHG E\ WKH YDOXH RI WKH EUDQG QDPH LV
VHSDUDWLQJGLIIHUHQWGXDOGLVWULEXWLRQJRYHUQDQFHVWUXFWXUHV+RZHYHU WKHUHLVDQREYLRXV
 &KDSWHU




H[SHFWHG &KDQJHV LQ WKH FRVWV RI LQYHVWPHQW RI WKH GLVWULEXWRUV PD\ DOVR FKDQJH WKH
HTXLOLEULXPSHUFHQWDJHRIGXDOGLVWULEXWLRQ$GHFUHDVHLQHLWKHUNRUNRUDQLQFUHDVHLQ
HLWKHU%RU&PD\GHFUHDVHWKHSHUFHQWDJHRIFRPSDQ\RZQHGRXWOHWVEHFDXVHVDFULILFLQJ











7KH PDLQ FRQWULEXWLRQ RI WKLV FKDSWHU LV WKH GHYHORSPHQW RI DQ LQFRPSOHWH
FRQWUDFWLQJPRGHORIWKHHIILFLHQWJRYHUQDQFHVWUXFWXUHRIDIUDQFKLVHV\VWHP$IWHUOD\LQJ
RXWDOOSRVVLEOHJRYHUQDQFHVWUXFWXUHVFLUFXPVWDQFHVDUHLGHQWLILHGZKHQGXDOGLVWULEXWLRQ




WKH GXDO GLVWULEXWLRQ EHQHILWV DUH UHDOL]HG LQ D WUDGLWLRQDO IUDQFKLVH RU D FRRSHUDWLYH
IUDQFKLVH GHSHQGV RQ ZKHWKHU PRVW YDOXH LV DGGHG XSVWUHDP RU GRZQVWUHDP $
GLVDGYDQWDJH RI GXDO GLVWULEXWLRQ LV WKH GHWHULRUDWLRQ RI WKH LQYHVWPHQW LQFHQWLYHV RI WKH
SDUW\ KDYLQJ QR DXWKRULW\ LH HLWKHU WKH FRPSDQ\RZQHG RXWOHWPDQDJHU LQ D WUDGLWLRQDO
 $Q,QFRPSOHWH&RQWUDFWLQJ0RGHORI*RYHUQDQFH6WUXFWXUH9DULHW\LQ)UDQFKLVLQJ 

IUDQFKLVH RU WKH IUDQFKLVRU LQ D FRRSHUDWLYH IUDQFKLVH $ ZKROO\IUDQFKLVHG V\VWHP PD\
WKHUHIRUHEHHIILFLHQWHYHQZKHQXQLTXHGXDOGLVWULEXWLRQEHQHILWVDUHSUHVHQW$QHFHVVDU\
FRQGLWLRQ IRU WKH HIILFLHQF\ RI D GXDO GLVWULEXWLRQ JRYHUQDQFH VWUXFWXUH LV D SRVLWLYH
V\VWHPLF HIIHFW ı QRW WKH YDOXH RI WKH EUDQG QDPH $N RU ORFDWLRQ RU RWKHU
GLIIHUHQFHVEHWZHHQRXWOHWV%NDQG&N
$NH\GLVWLQFWLRQEHWZHHQRXU WKHRU\DQGSUHFHGLQJZRUN UHJDUGLQJ IUDQFKLVLQJ LV
WKDWZHDFFRXQWH[SOLFLWO\IRUDOOSRVVLEOHJRYHUQDQFHVWUXFWXUHV7KLVLVYDOXDEOHEHFDXVH
WKHH[LVWLQJOLWHUDWXUHSURYLGHVH[SODQDWLRQVDVWRZK\ZKROO\RZQHGRUZKROO\IUDQFKLVHG
VWUXFWXUHV H[LVW EXW QRW D PL[HG V\VWHP HJ /XW]  $GGLWLRQDOO\ DQ LQFRPSOHWH
FRQWUDFWLQJ SHUVSHFWLYH RQ IUDQFKLVLQJ LV DGYDQFHG ZKLOH WKH PDUNHWLQJ OLWHUDWXUH RQ
IUDQFKLVLQJ DQG FKDQQHOV KDVPDLQO\ XVHG FRPSOHWH FRQWUDFWLQJ SULQFLSDODJHQWPRGHOV
HJ /DO  )LQDOO\ PDQ\ DQDO\VHV RI IUDQFKLVH V\VWHPV FRQVLGHU WKH LQFHQWLYHV WR
LQYHVWIRUHLWKHUWKHIUDQFKLVRURUWKHGLVWULEXWRUV2XUPRGHOSURYLGHVDXQLILHGWUHDWPHQW
RIWKHLQFHQWLYHWRLQYHVWIRUWKHIUDQFKLVRUDVZHOODVWKHGLVWULEXWRUV





VWUDLJKWIRUZDUG ZD\ E\ PRGHOLQJ FRXQWHUYDLOLQJ SRZHU DV DQ DVVRFLDWLRQ RI YDULRXV
GLVWULEXWRUV6HFRQGRXU IUDPHZRUNVHHPVDOVR WREHVXLWDEOH IRUDQDO\]LQJPXOWLSOHXQLW
IUDQFKLVLQJLHDIUDQFKLVHV\VWHPZLWKIUDQFKLVHHVRZQLQJVHYHUDORXWOHWV
7KLUGZHDVVXPHWKDWWKHHIILFLHQWJRYHUQDQFHVWUXFWXUHHPHUJHVLQWKHILUVWVWDJHRI
WKHJDPH7KLV LV D JRRG DVVXPSWLRQ WR VWDUW DQ DQDO\VLV RI JRYHUQDQFH VWUXFWXUH FKRLFH
EHFDXVHDFRPSHWLWLYHPDUNHWLQJRYHUQDQFHVWUXFWXUHVZLOOOHDGWRGLVSODFLQJWKHUHODWLYHO\
LQHIILFLHQW JRYHUQDQFH VWUXFWXUHV E\ WKH UHODWLYHO\ HIILFLHQW RQHV ,W LV DOVR FRQYHQLHQW
EHFDXVH LWHOLPLQDWHV WKHQHHGIRUVSHFLI\LQJDGHFLVLRQ VHTXHQFH LQ WKHILUVW VWDJHRI WKH
JDPH+RZHYHU WKHUH LV RIWHQ D WHQVLRQ EHWZHHQ HIILFLHQF\ DQG GLVWULEXWLRQDO  VWUDWHJLF
 &KDSWHU
FRQVLGHUDWLRQV (IILFLHQF\ PD\ GLFWDWH D GUDVWLF FKDQJH LQ JRYHUQDQFH VWUXFWXUH EXW WKH
GLVWULEXWLRQDOLPSOLFDWLRQVPD\SUHYHQWWKDWWKHFKDQJHRFFXUV
)RXUWKWKHPRGHOFRQVLGHUVRQO\WKHDOORFDWLRQRIRZQHUVKLS2ZQHUVKLSLVDFUXGH
LQVWUXPHQW WR DOLJQ LQWHUHVWV 0DQ\ IUDQFKLVHV VSHQG FRQVLGHUDEOH HIIRUW LQ GHVLJQLQJ
DSSURSULDWHIUDQFKLVHHLQFHQWLYHVFKHPHVLQFOXGLQJIUDQFKLVHIHHUR\DOW\UDWHVSUHYHQWLQJ
IUHHULGLQJE\ WKH IUDQFKLVHHVRQ WKHEUDQGQDPHDQGPRQLWRULQJ'HFLVLRQDQG LQFRPH
ULJKWV KDYH WKHUHIRUH WR EH FRQVLGHUHG VLPXOWDQHRXVO\ LQ WKH FKRLFH RI JRYHUQDQFH
VWUXFWXUH
)LIWKWKHH[WHQWRILQFRPSOHWHQHVVLVQRWHQGRJHQRXVLQRXUPRGHO$IUDQFKLVHKDV
WR GHFLGH KRZ PXFK GLVFUHWLRQ UHJDUGLQJ DFWLYLWLHV LV DVVLJQHG WR WKH IUDQFKLVHHV 7KH
VWDQGDUGZD\RIGHDOLQJZLWKWKLVLVVXHLQ IUDQFKLVHVLV WKHFKRLFHRIWKHEXVLQHVVIRUPDW










LQFRPH ULJKWV%DLDQG7DR  IRUPXODWHDPXOWLWDVNLQJPRGHORI IUDQFKLVLQJZLWK WKH WDVNVRI
SURYLGLQJ ORFDO VHUYLFH DQG SURYLGLQJ HIIRUW WRZDUGV JHQHUDWLQJ JRRGZLOO DQG :LQGVSHUJHU DQG
<XUGDNXO  VKRZ WKDW GXDO GLVWULEXWLRQ PD\ DOOHYLDWH LQFHQWLYH FRQIOLFWV E\ DVVLJQLQJ D
SURSRUWLRQ RI FRPSDQ\RZQHG RXWOHWV WR WKH IUDQFKLVRU LQ RUGHU WR LQFUHDVH KLV ZHDN LQYHVWPHQW
LQFHQWLYHV GXH WR WKH VWURQJ LQYHVWPHQW LQFHQWLYHV RI D ORZ UR\DOW\ UDWH 7KH HPSLULFDO UHVXOW RI
/DIRQWDLQHDQG6KDZ WKDWGXDOGLVWULEXWLRQRIHVWDEOLVKHGIUDQFKLVHV LV VWDEOHRYHU WLPH LH
WKH SHUFHQWDJH RI FRPSDQ\ RZQHUVKLS UHPDLQV IL[HG DIWHU WKH HDUO\ \HDUV LQ IUDQFKLVLQJ DQG ILUPV
FKDQJHWKHLUQXPEHURIERWKFRPSDQ\RZQHGDQGIUDQFKLVHGRXWOHWVDVWKH\JURZRUGHFOLQHVHHPV
WREHLQOLQHZLWKV\VWHPLFHIIHFWVLQGXDOGLVWULEXWLRQIUDQFKLVLQJ
7KHVWDQGDUGPRGHOLQJRIFRPSOHWHDQG LQFRPSOHWHFRQWUDFWV UHSUHVHQW WZRH[WUHPHV %DMDUL DQG
7DGHOLV7KHFRVWRIVSHFLI\LQJDQDGGLWLRQDOVWDWHRIQDWXUHLQFRPSOHWHFRQWUDFWLQJPRGHOVLV






7KLV DSSHQGL[ IRUPXODWHV WKH H[WHQVLYH IRUP RI WKH JDPH ,Q RXU PRGHO D
JRYHUQDQFHVWUXFWXUHLVDQDOORFDWLRQRIEDUJDLQLQJSRZHU2QHZD\WRUHSUHVHQWEDUJDLQLQJ
SRZHU GLIIHUHQFHV EHWZHHQ JRYHUQDQFH VWUXFWXUHV LQ D FRQVLVWHQW ZD\ LV E\ XVLQJ WKH




7KH 6KDSOH\ YDOXH LV DQ HTXLOLEULXP FRQFHSW LQ FRRSHUDWLYH JDPH WKHRU\ $
FRRSHUDWLYHJDPHFRQVLVWVRIWKHFKDUDFWHULVWLFIXQFWLRQ1YZKHUH1LVWKHVHWRISOD\HUV
DQGYVSHFLILHVDSD\RII IRUHYHU\SRVVLEOHVXEVHWRIWKHVHWRISOD\HUV7KHFKDUDFWHULVWLF
IXQFWLRQGHSHQGVRQ WKHFKRLFHRIJRYHUQDQFHVWUXFWXUH*DQG WKHFKRLFHRI LQYHVWPHQW




SDUWLHV LQYHVW LH [ )RU H[DPSOH WKHYDOXHRI D FRDOLWLRQ FRQVLVWLQJRI RQO\ WKH
IUDQFKLVRULHYLV$ı%LQJRYHUQDQFHVWUXFWXUH,,EHFDXVHWKHIUDQFKLVRURZQVWKHLU
RZQDVVHWVDQGWKHDVVHWVRISDUW\$FRDOLWLRQFRQVLVWLQJRIRQO\SDUW\KDVQRYDOXHLQ
JRYHUQDQFH VWUXFWXUH ,, EHFDXVH WKLV FRDOLWLRQ RZQV QR DVVHWV 7KH YDOXH RI D FRDOLWLRQ
FRQVLVWLQJRI WKHSDUWLHV  DQG LH Y LV$ı%ı&EHFDXVH WRJHWKHU WKH\RZQDOO
DVVHWV 7KH YDOXH RI WKH FRDOLWLRQ RI WKH SDUWLHV  DQG  LV LGHQWLFDO WR WKH YDOXH RI WKH
FRDOLWLRQRIDOOSOD\HUV LHYLVHTXDOWRYEHFDXVHSDUW\DGGVQRYDOXHWRWKH
FRDOLWLRQRI WKHSOD\HUVDQG LQJRYHUQDQFH VWUXFWXUH ,,7KHFKDQJH IURPJRYHUQDQFH
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Y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Y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
7KHFKDUDFWHULVWLFIXQFWLRQGHWHUPLQHVWKHZD\LQZKLFKWKHUHYHQXHVDUHDOORFDWHG
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/LNH+DUW DQG0RRUH ZH XVH WKH 6KDSOH\ YDOXH LQ RUGHU WR GHWHUPLQH WKH YDOXHRI HDFK









SOD\HUV (DFK SOD\HU GHFLGHV EHWZHHQ LQYHVWLQJ DQG QRW LQYHVWLQJ LQ VSHFLILF DVVHWV 7KH
WRWDOQXPEHURISRVVLELOLWLHV LV WKHUHIRUH[[[ 7KLV LV WRRPXFK WRSUHVHQW LQRQH
ILJXUH 7KH H[WHQVLYH IRUP ZLOO WKHUHIRUH EH SUHVHQWHG LQ VHYHQ VHSDUDWH ILJXUHV 7KH

































































































































































































































7KLV VWXG\ KDV LQYHVWLJDWHG WZR VXEMHFWV WKH GHWHUPLQDQWV RI FDSLWDO VWUXFWXUH LQ
IUDQFKLVLQJ DQG WKH HIILFLHQW JRYHUQDQFH VWUXFWXUH FKRLFH LQ IUDQFKLVLQJ 7KH UHVRXUFH
EDVHGYLHZKDVEHHQFRQWURYHUVLDOHYHUVLQFHLWZDVUDLVHGE\2[HQIHOGWDQG.HOO\LQ
6HYHUDO UHVHDUFKHUV KDYH UHIXWHG WKLV YLHZ ,Q WKLV VWXG\ ZH UHLQYHVWLJDWH WKH UROH RI
ILQDQFLQJ LQ IUDQFKLVLQJDQGSURSRVH WKDW WKH VWUDWHJLFXVHRI IUDQFKLVHHFDSLWDO VWUXFWXUH
PD\DIIHFWWKHIUDQFKLVRU¶VILQDQFLQJGHFLVLRQZKLFKZLOOXOWLPDWHO\DIIHFWILUPYDOXHDQG
WKH IUDQFKLVLQJ SURSHQVLW\ $QG ZH ILQG HYLGHQFH WKDW IUDQFKLVRUV LPSRVH OLPLWV RQ
IUDQFKLVHHV¶ GHEW OHYHOV VR DV WR WDNH WD[ DGYDQWDJHV ZKLFK SURYLGHV D PRWLYDWLRQ IRU
IUDQFKLVLQJ 0RUHRYHU WKLV VWXG\ IRUPXODWHV DQ LQFRPSOHWH FRQWUDFWLQJ PRGHO DQG
H[DPLQHV HIILFLHQW JRYHUQDQFH VWUXFWXUH FKRLFH LQ IUDQFKLVLQJ:HH[SORUH WKH LPSDFW RI
JRYHUQDQFHVWUXFWXUHRQWKHLQFHQWLYHVWRLQYHVWLQVSHFLILFDVVHWVIRUWKHIUDQFKLVRUDVZHOO
DV IRU WKH GLVWULEXWRUV:H FRPSDUH ZKROO\IUDQFKLVHG V\VWHPV ZKROO\RZQHG V\VWHPV
DQGPL[HGGXDO GLVWULEXWLRQ V\VWHPV(IILFLHQW JRYHUQDQFH VWUXFWXUHV DUH LGHQWLILHG LQ DOO
SRVVLEOHVLWXDWLRQVRIDVVHWRZQHUVKLSDQGLQYHVWPHQWFRVWV,QDGGLWLRQFLUFXPVWDQFHVDUH
LGHQWLILHG ZKHQ D GXDO GLVWULEXWLRQ JRYHUQDQFH VWUXFWXUH XQLTXHO\ DOORFDWHV HIILFLHQW
RZQHUVKLSRYHUDVVHWV
,QVXPPDU\WKLVVWXG\KDVDQVZHUHGWZRUHVHDUFKTXHVWLRQV
 'RHV WKH VWUDWHJLF XVH RI WKH IUDQFKLVHH¶V FDSLWDO VWUXFWXUH DIIHFW WKH
IUDQFKLVRU¶VILQDQFLQJGHFLVLRQ"
 :KLFK JRYHUQDQFH VWUXFWXUHV LQ IUDQFKLVLQJ DUH PRVW HIILFLHQW XQGHU ZKLFK
FLUFXPVWDQFHV"
,QWKLVVWXG\ZHHPSLULFDOO\WHVWRXUSURSRVLWLRQVUHJDUGLQJWKHIUDQFKLVHH¶VFDSLWDO
VWUXFWXUHDQG LWV LPSDFWRQ WKH ILQDQFLQJGHFLVLRQ XVLQJGDWDRI1RUWKHUQ$PHULFDQDQG






VHFXUH SURILWV :H SRVLW WKDW ILUPV IUDQFKLVH LQ RUGHU WR EHQHILW IURP WKH UHGXFHG
IUDQFKLVHHV¶RSHUDWLRQDOULVNVE\OLPLWLQJGHEWOHYHOVXFKWKDWWKHIUDQFKLVRUFDQEHDUPRUH
GHEWDQGJDLQ WD[GHGXFWLRQEHQHILWV:H WKHUHIRUHSUHGLFW WKDW IUDQFKLVHHDQG IUDQFKLVRU
OHYHUDJHV DUH QHJDWLYHO\ UHODWHG ,Q DGGLWLRQZHSUHGLFW WKDW WKLV HIIHFW LV VWURQJHUZKHQ
PRUH RXWOHWV DUH IUDQFKLVHG ,Q &KDSWHU 7ZR ZH WHVWHG RXU K\SRWKHVHV XVLQJ GDWD RI
QLQHW\VHYHQIUDQFKLVHFKDLQVEDVHGLQ1RUWK$PHULFDEHWZHHQDQG(PSLULFDO
HYLGHQFHZDV IRXQGVXSSRUWLQJRXUSULPDU\SUHGLFWLRQ WKDW ORZHU OHYHUDJH LQ IUDQFKLVHHV
LQGXFHV PRUH OHYHUDJH IRU IUDQFKLVRUV DQG YLFH YHUVD ,W LV IRXQG WKDW DV WKH IUDQFKLVRU
UHTXLUHVIUDQFKLVHHVWRSXWPRUHHTXLW\LQWKHLQLWLDOLQYHVWPHQWWKHIUDQFKLVRUGRHVEHDUD
KLJKHU GHEW OHYHO DQG JDLQV WD[ EHQHILWV )XUWKHUPRUH ZH DOVR ILQG WKDW WKLV HIIHFW LV
VWURQJHU ZKHQ PRUH XQLWV DUH IUDQFKLVHG ,Q DGGLWLRQ ZH ILQG WKDW WKH RXWOHWVSHFLILF
IDFWRUVOLNHRXWOHWVL]HDQGIUDQFKLVHDJHVLJQLILFDQWO\DIIHFWWKHIUDQFKLVHH¶VGHEWUDWLRDQG
WKDW WKH LQGXVWULHV OLNH 6SHFLDOW\ )RRG 1RQ)RRG 5HWDLOLQJ DQG 5HJXODU 5HVWDXUDQWV
UHTXLUHPRUHGHEW ILQDQFLQJZKHUHDV WKH%XVLQHVV6HUYLFH LQGXVWU\ UHTXLUHV OHVV$V IRU
IUDQFKLVRU¶VOHYHUDJHLWLVIRXQGWKDWVL]HWDQJLELOLW\GLYLGHQGSD\PHQWDQGSHUFHQWDJHRI
IUDQFKLVHGRXWOHWVDUHWKHLPSRUWDQWGHWHUPLQDQWV
,Q&KDSWHU 7KUHH ZH H[WHQGHG RXU UHVHDUFK RI &KDSWHU 7ZR E\ IRFXVLQJ RQ WKH
HIIHFWV RI ORQJWHUP YV VKRUWWHUP GHEW ,Q DGGLWLRQ WR WKH PDMRU SURSRVLWLRQV JLYHQ LQ
&KDSWHU 7ZR ZH DGG WKDW WKH IUDQFKLVHH¶V GHEW OHYHO LV HLWKHU SRVLWLYHO\ RU QHJDWLYHO\
UHODWHG WR WKH IUDQFKLVRU¶V PDWXULW\ )ROORZLQJ WKH UDWLRQDOH RI VLJQDOLQJ WKHRU\ DQG
1RUWRQ¶V  SURSRVLWLRQ WKDW GHEW LV XVHG DV D ERQGLQJ DQG VFUHHQLQJ GHYLFH ZH
SUHGLFWWKDWWKHIUDQFKLVRUZLOOLQFUHDVHWKHLUGHEWOHYHODVDERQGLQJGHYLFHZKHQLPSRVLQJ
DKLJKHUGHEWOHYHORQWKHIUDQFKLVHHDVDVFUHHQLQJGHYLFH2QWKHRWKHUKDQGZHVXJJHVW
WKDW WKH IUDQFKLVRUZLOO SUHIHU ORQJWHUPGHEW RYHU VKRUWWHUPGHEW WR UHGXFH EDQNUXSWF\
ULVN %DVHG RQ  IUDQFKLVH FKDLQV RSHUDWLQJ LQ 7KH 1HWKHUODQGV ZH ILQG HPSLULFDO
HYLGHQFHVXSSRUWLQJRXUSUHGLFWLRQV5HJUHVVLRQUHVXOWVVXJJHVWWKDWWKHGHYLDWLRQIURPWKH
IUDQFKLVHH¶VRSWLPDOOHYHUDJHLVSRVLWLYHO\OLQNHGZLWKIUDQFKLVRU¶VPDWXULW\,QDGGLWLRQWR
WKHILQGLQJV LQ&KDSWHU7ZRZH ILQG WKDWKDUG W\SHIUDQFKLVLQJDOVRVLJQLILFDQWO\DIIHFWV




&KDSWHU )RXU DQVZHUV WKH VHFRQG UHVHDUFK TXHVWLRQ $Q LQFRPSOHWH FRQWUDFWLQJ
PRGHORIHIILFLHQWJRYHUQDQFHVWUXFWXUHFKRLFHLQ IUDQFKLVLQJLVSUHVHQWHGDORQJWKHOLQHV
RI+DUW DQG0RRUH  7KH GLVWLQFWLRQ IURP WKH SUHFHGLQJZRUN LV WKDW DOO SRVVLEOH
JRYHUQDQFHVWUXFWXUHVLQIUDQFKLVLQJDUHDFFRXQWHGIRU,QYHVWPHQWVDUHVSHFLILHGUHJDUGLQJ
V\VWHPVSHFLILF DVVHWV VXFK DV WKHEUDQGQDPHDQG WKHEXVLQHVV IRUPDW DVZHOO DV ORFDO
DVVHWV VXFK DV NQRZOHGJH DERXW WKH ORFDOPDUNHW DQG ORFDO RSHUDWLRQV7KUHHSDUWLHV DUH
GLVWLQJXLVKHG WKH IUDQFKLVRU ZLWK LQYHVWPHQW RSSRUWXQLW\ RI YDOXH $ D IUDQFKLVHH ZLWK
LQYHVWPHQWRSSRUWXQLW\RIYDOXH%DQGDIUDQFKLVHHZLWKLQYHVWPHQWRSSRUWXQLW\RIYDOXH
& !% :KROO\RZQHG ZKROO\IUDQFKLVHG DQG PL[HG GXDO GLVWULEXWLRQ IUDQFKLVH
V\VWHPVDUHFRQVLGHUHG$SDUDPHWHUıFDSWXUHVDKRUL]RQWDOH[WHUQDOLW\ZKLFKLVVSHFLILF
WR GXDO GLVWULEXWLRQ7KLV VLPSOH VHWWLQJ LV DEOH WR JHQHUDWH YDULRXV UHVXOWV UHJDUGLQJ WKH




D GXDO GLVWULEXWLRQ JRYHUQDQFH VWUXFWXUH LV WKH XQLTXH HIILFLHQW HTXLOLEULXP LQ DOO RWKHU
FDVHVEHFDXVHLWJHQHUDWHVRQWKHRQHKDQGWKHGXDOGLVWULEXWLRQH[WHUQDOLW\DQGRQWKHRWKHU
KDQG DOORFDWHV VXIILFLHQW SRZHU WR WKH LQGHSHQGHQW IUDQFKLVHH LQ RUGHU WR PDNH WKHP
FRQILGHQW WKDW WKH\ ZLOO EH DEOH WR UHFRXS WKHLU LQYHVWPHQW 1RW ORFDWLRQDO RU RWKHU
GLIIHUHQFHVEHWZHHQXQLWVDUHQHFHVVDU\IRUWKHHPHUJHQFHRIGXDOGLVWULEXWLRQIUDQFKLVLQJ
EXW SRVLWLYH H[WHUQDOLWLHV ZKLFK DUH VSHFLILF WR GXDO GLVWULEXWLRQ :KHWKHU WKH GXDO
GLVWULEXWLRQ H[WHUQDOLW\ LV UHDOL]HG LQ D GXDO GLVWULEXWLRQ IUDQFKLVH RU D GXDO GLVWULEXWLRQ
FRRSHUDWLYHIUDQFKLVHGHSHQGVRQZKHWKHUPRVWYDOXHLVDGGHGXSVWUHDPRUGRZQVWUHDP
,QFRQFOXVLRQ WKLVVWXG\DGGVNQRZOHGJH WR WKHUHVRXUFHVFDUFLW\SHUVSHFWLYHEXW
IURP D XQLTXH DQJOH $QG WKH VWXG\ DOVR SURYLGHV DQ LQLWLDO XQGHUVWDQGLQJ RI KRZ
IUDQFKLVRUDQGIUDQFKLVHH¶VFDSLWDOVWUXFWXUHDUHG\QDPLFDOO\UHODWHGDQGRIIHUVHPSLULFDO
VXSSRUWUHJDUGLQJWKHPRGHORI)UDMDDQG3LJD,WFRQILUPVWKDWWKHVWUDWHJLFXVHRI
WKH IUDQFKLVHH¶V FDSLWDO VWUXFWXUH GRHV DIIHFW WKH IUDQFKLVRU¶V ILQDQFLQJ GHFLVLRQV )RU
 &RQFOXVLRQ 

SUDFWLFDO LPSOLFDWLRQV IUDQFKLVRUV FDQ VWUDWHJLFDOO\ PDQLSXODWH IUDQFKLVHHV¶ FDSLWDO
VWUXFWXUH WR DFKLHYH KLJKHU ILUP YDOXHV $QG WKLV ZLOO KDYH D VXEWOH LPSDFW RQ WKH
IUDQFKLVRUV¶ IUDQFKLVLQJ SURSHQVLW\0RUHRYHU WKH LQIOXHQFH RI RXWOHWVSHFLILF IDFWRUV RQ




UHDO FDSLWDO VWUXFWXUH FRXOG EH FROOHFWHG ,Q DGGLWLRQ WKLV VWXG\ DGYDQFHV RXU NQRZOHGJH
UHJDUGLQJ WKHHIILFLHQF\RIYDULRXV IUDQFKLVLQJ VWUXFWXUHV IURPDQ LQFRPSOHWHFRQWUDFWLQJ
SHUVSHFWLYH
$VIRUIXWXUHVWXGLHVUHVHDUFKHUVFRXOGORRNLQWRWRZKDWH[WHQGWKHVWUDWHJLFXVHRI
IUDQFKLVHH¶V FDSLWDO VWUXFWXUH FDQ DIIHFWWKH IUDQFKLVRU¶V IUDQFKLVLQJ SURSHQVLW\ DQG WKH
FKDLQ VWUXFWXUH$QG LWZRXOGEHJUHDW LI IUDQFKLVHH¶V DFWXDO GHEW OHYHO FDQEH FROOHFWHG
























WKH (YROXWLRQ RI 2ZQHUVKLS 5HGLUHFWLRQ 5HVHDUFK 8QLYHUVLW\ RI 6RXWK )ORULGD
7DPSD)ORULGD
%DNHU*3+XEEDUG71&RQWUDFWLELOLW\DQG$VVHW2ZQHUVKLS2Q%RDUG&RPSXWHUV










%HOO'5:DQJ<3DGPDQDEKDQ9 7KH(IIHFW RI 3DUWLDO)RUZDUG ,QWHJUDWLRQRQ
5HWDLOHU %HKDYLRU $Q ([SODQDWLRQ IRU &R/RFDWHG 6WRUHV 7KH:KDUWRQ 6FKRRO
8QLYHUVLW\RI3HQQV\OYDQLD3KLODGHOSKLD3$





%ODLU5'.DVHUPDQ'/ $1RWH RQ ,QFHQWLYH ,QFRPSDWLELOLW\ XQGHU )UDQFKLVLQJ
5HYLHZRI,QGXVWULDO2UJDQL]DWLRQ
%ODLU 5' /DIRQWDLQH )  7KH (FRQRPLFV RI )UDQFKLVLQJ &DPEULGJH 8QLYHUVLW\
3UHVV&DPEULGJH
%UDGDFK -/  8VLQJ WKH 3OXUDO )RUP LQ WKH 0DQDJHPHQW RI 5HVWDXUDQW &KDLQV
$GPLQLVWUDWLYH6FLHQFH4XDUWHUO\
%UDGDFK-/)UDQFKLVH2UJDQL]DWLRQV+DUYDUG%XVLQHVV6FKRRO3UHVV%RVWRQ0$




%ULFNOH\ -$ 'DUN )+ :HLVEDFK 06  $Q $JHQF\ 3HUVSHFWLYH RQ )UDQFKLVLQJ
)LQDQFLDO0DQDJHPHQW
&DVWURJLRYDQQL *- &RPEV -* -XVWLV 57  5HVRXUFH 6FDUFLW\ DQG $JHQF\ 7KHRU\
3UHGLFWLRQV &RQFHUQLQJ WKH &RQWLQXHG 8VH RI )UDQFKLVLQJ LQ 0XOWL2XWOHW
1HWZRUNV-RXUQDORI6PDOO%XVLQHVV0DQDJHPHQW





,Q -:LQGVSHUJHU * &OLTXHW * +HQGULNVH0 7XXQDQHQ (GV (FRQRPLFV DQG
0DQDJHPHQWRI)UDQFKLVLQJ1HWZRUNV3K\VLFD9HUODJ+HLGHOEHUJ
&RDVH5+7KH1DWXUHRIWKH)LUP(FRQRPLFD
&RPEV -* &DVWURJLRYDQQL *-  )UDQFKLVRU 6WUDWHJ\ $ 3URSRVHG 0RGHO DQG
(PSLULFDO 7HVW RI )UDQFKLVH 9HUVXV &RPSDQ\ 2ZQHUVKLS -RXUQDO RI 6PDOO
%XVLQHVV0DQDJHPHQW
&RPEV -* .HWFKHQ '- -U D &DQ &DSLWDO 6FDUFLW\ +HOS $JHQF\ 7KHRU\ ([SODLQ









&URRQHQ (  6WUDWHJLF ,QWHUDFWLRQV LQ )UDQFKLVH 5HODWLRQVKLSV 5HVHDUFK 6FKRRO






'DQW 53 .DXIPDQQ 3- 3DVZDQ $.  2ZQHUVKLS 5HGLUHFWLRQ LQ )UDQFKLVHG
&KDQQHOV-RXUQDORI3XEOLF3ROLF\	0DUNHWLQJ




'HHVRPVDN 5 3DXG\DO . 3HVFHWWR *  7KH 'HWHUPLQDQWV RI &DSLWDO 6WUXFWXUH














(KUPDQQ 7 6SUDQJHU *  %HQHILFLDOO\ &RQVWUDLQLQJ )UDQFKLVRU¶V 3RZHU ,Q *
&OLTXHW * +HQGULNVH 0 7XXQDQHQ - :LQGVSHUJHU (GV (FRQRPLFV DQG
0DQDJHPHQW RI 1HWZRUNV )UDQFKLVLQJ 6WUDWHJLF $OOLDQFHV DQG &RRSHUDWLYHV
3K\VLFD9HUODJ+HLGHOEHUJ
(KUPDQQ7 6SUDQJHU*  )UDQFKLVHH9HUVXV&RPSDQ\2ZQHUVKLS  $Q(PSLULFDO
$QDO\VLV RI )UDQFKLVRU 3URILW ,Q * &OLTXHW * +HQGULNVH 0 7XXQDQHQ -
:LQGVSHUJHU (GV (FRQRPLFV DQG 0DQDJHPHQW RI 1HWZRUNV )UDQFKLVLQJ
6WUDWHJLF $OOLDQFHV DQG &RRSHUDWLYHV   3K\VLFD9HUODJ
+HLGHOEHUJ(LVHQKDUGW .0  $JHQF\ 7KHRU\ $Q $VVHVVPHQW DQG 5HYLHZ
$FDGHP\RI0DQDJHPHQW5HYLHZ
(ODQJR % )ULHG 9+  )UDQFKLVLQJ 5HVHDUFK $ /LWHUDWXUH 5HYLHZ DQG 6\QWKHVLV
-RXUQDORI6PDOO%XVLQHVV0DQDJHPHQW




)ODQQHU\ 0-  $V\PPHWULF ,QIRUPDWLRQ DQG 5LVN\ 'HEW 0DWXULW\ &KRLFH 7KH
-RXUQDORI)LQDQFH




















+DUW20RRUH - 3URSHUW\5LJKWV DQG WKH1DWXUHRI WKH)LUP -RXUQDO RI3ROLWLFDO
(FRQRP\
+DUW 2'  )LUPV &RQWUDFWV DQG )LQDQFLDO 6WUXFWXUH 2[IRUG 8QLYHUVLW\ 3UHVV
/RQGRQ
+HQGULNVH*(FRQRPLFVDQG0DQDJHPHQWRI2UJDQL]DWLRQV0F*UDZ+LOO
+HQGULNVH *  2Q WKH &RH[LVWHQFH RI 6SRW DQG &RQWUDFW 0DUNHWV $ 'HOLYHU\
5HTXLUHPHQW([SODQDWLRQ(XURSHDQ5HYLHZRI$JULFXOWXUDO(FRQRPLFV

+ROPVWURP % 0LOJURP 3  0XOWLWDVN 3ULQFLSDO$JHQW $QDO\VHV ,QFHQWLYH
&RQWUDFWV $VVHW 2ZQHUVKLS DQG -RE 'HVLJQ -RXUQDO RI /DZ (FRQRPLFV 	
2UJDQL]DWLRQ






.DOQLQV $ $Q(PSLULFDO$QDO\VLV RI 7HUULWRULDO (QFURDFKPHQW ZLWKLQ )UDQFKLVHG
DQG&RPSDQ\2ZQHG%UDQGHG&KDLQV0$5.(7,1*6&,(1&(














6L[WK $QQXDO 3URFHHGLQJV RI WKH 6RFLHW\ RI )UDQFKLVLQJ 6RFLHW\ RI )UDQFKLVLQJ
0LQQHDSROLV01
/DIRQWDLQH )  &RQWUDFWXDO $UUDQJHPHQWV DV 6LJQDOLQJ 'HYLFHV (YLGHQFH IURP
)UDQFKLVLQJ-/DZ(FRQ2UJDQ




/DIRQWDLQH ) 6ODGH0(  ,QFHQWLYH &RQWUDFWLQJ DQG WKH )UDQFKLVH 'HFLVLRQ ,Q .
&KDWWHUMHH:6DPXHOVRQ(GV*DPH7KHRU\DQG%XVLQHVV$SSOLFDWLRQV.OXZHU
$FDGHPLF3UHVV%RVWRQ












/XW] 1$  2ZQHUVKLS 5LJKWV DQG ,QFHQWLYHV LQ )UDQFKLVLQJ -RXUQDO RI &RUSRUDWH
)LQDQFH










0F&RQQHOO -- 3HWWLW 55 $SSOLFDWLRQ RI WKH0RGHUQ 7KHRU\ RI )LQDQFH WR 6PDOO
%XVLQHVV)LUPV-$,3UHVV*UHHQZLFK&RQQHFWLFXW
0LFKDHO 6& D 7KH (IIHFW RI 2UJDQL]DWLRQDO )RUP RQ 4XDOLW\ 7KH &DVH RI
)UDQFKLVLQJ-RXUQDORI(FRQRPLF%HKDYLRU	2UJDQL]DWLRQ
0LFKDHO 6& E ,QYHVWPHQWV WR&UHDWH%DUJDLQLQJ 3RZHU 7KH&DVH RI )UDQFKLVLQJ
6WUDWHJLF0DQDJHPHQW-RXUQDO
0LFKDHODV 1 &KLWWHQGHQ ) 3RXW]LRXULV 3  )LQDQFLDO 3ROLF\ DQG &DSLWDO 6WUXFWXUH























2OLYLHU &RFKHW 7(  3UHOLPLQDU\ (YLGHQFH RQ WKH $SSRLQWPHQW RI ,QVWLWXWLRQDO
6ROXWLRQV WR )UDQFKLVRU 0RUDO +D]DUGWKH &DVH RI )UDQFKLVHH &RXQFLOV
0DQDJHULDODQG'HFLVLRQ(FRQRPLFV
2[HQIHOGW05.HOO\$2 :LOO 6XFFHVVIXO )UDQFKLVH 6\VWHPV8OWLPDWHO\%HFRPH
:KROO\2ZQHG&KDLQV"-RXUQDORI5HWDLOLQJ
3HQURVH-)7KH3OD\IXO3URGLJ\:DOO6WUHHW-RXUQDO(DVWHUQ(GLWLRQ'
3HWHUVHQ0$ 5DMDQ 5*  7KH %HQHILWV RI /HQGLQJ 5HODWLRQVKLSV (YLGHQFH IURP
6PDOO%XVLQHVV'DWD7KH-RXUQDORI)LQDQFH










5RVV 6$  7KH 'HWHUPLQDWLRQ RI )LQDQFLDO 6WUXFWXUH 7KH ,QFHQWLYH6LJQDOOLQJ
$SSURDFK7KH%HOO-RXUQDORI(FRQRPLFV











6KDQH 6$  +\EULG 2UJDQL]DWLRQDO $UUDQJHPHQWV DQG 7KHLU ,PSOLFDWLRQV IRU )LUP






6KDSOH\ /6  $ 9DOXH IRU 13HUVRQ *DPHV ,Q + .XKQ $ 7XFNHU (GV
&RQWULEXWLRQVWRWKH7KHRU\RI*DPHV3ULQFHWRQ8QLYHUVLW\3UHVV3ULQFHWRQ1-










:DOG -.  +RZ )LUP &KDUDFWHULVWLFV $IIHFW &DSLWDO 6WUXFWXUH $Q ,QWHUQDWLRQDO
&RPSDULVRQ7KH-RXUQDORI)LQDQFLDO5HVHDUFK
:KLWHG70'HEW/LTXLGLW\&RQVWUDLQWVDQG&RUSRUDWH,QYHVWPHQW(YLGHQFHIURP














:LOOLDPVRQ 2(  &RPSDUDWLYH (FRQRPLF 2UJDQL]DWLRQ 7KH $QDO\VLV RI 'LVFUHWH
6WUXFWXUDO$OWHUQDWLYHV$GPLQLVWUDWLYH6FLHQFH4XDUWHUO\
:LOVRQ0-%HOO10LFKDHO6&7R)UDQFKLVHRU1RWWR)UDQFKLVH$Q$QDO\VLVRI







:LQGVSHUJHU - <XUGDNXO $  7KH *RYHUQDQFH 6WUXFWXUH RI )UDQFKLVLQJ )LUPV $
3URSHUW\ 5LJKWV 9LHZ ,Q * &OLTXHW * +HQGULNVH 0 7XXQDQHQ -:LQGVSHUJHU
(GV (FRQRPLFV DQG 0DQDJHPHQW RI )UDQFKLVLQJ 1HWZRUNV 3K\VLFD9HUODJ
+HLGHOEHUJ









'LW SURHIVFKULIW RQGHU]RHNW WZHH YUDDJVWXNNHQ GH GHWHUPLQDQWHQ YDQ
YHUPRJHQVVWUXFWXXU LQ IUDQFKLVHRUJDQLVDWLHV HQ GH LQYORHG KLHUYDQ RS
ILQDQFLHULQJVEHVOLVVLQJHQ HQ GH NHX]H YRRU HIILFLsQWH EHKHHUVVWUXFWXUHQ LQ IUDQFKLVH
RUJDQLVDWLHV:HVWHOOHQGDWRQGHUQHPLQJHQNLH]HQYRRUHHQIUDQFKLVHVWUXFWXXUWHQHLQGHWH
SURILWHUHQYDQGH YHUPLQGHULQJYDQRSHUDWLRQHOH ULVLFR¶V YRRU IUDQFKLVHQHPHUVGRRUKHW
YHUNOHLQHQ YDQ GH VFKXOGUDWLR RSGDW GH IUDQFKLVHJHYHU PHHU YUHHPG YHUPRJHQ NDQ
GUDJHQ HQ KLHUPHH NDQ SURILWHUHQ YDQ YRRUGHOHQ YDQ UHQWHDIWUHN 6SHFLILHNH K\SRWKHVHV
]LMQ JHEDVHHUG RS YHUVFKLOOHQGH WKHRULHsQ ]RDOV UHVRXUFHEDVHG YLHZ DJHQWSULQFLSDDO
WKHRULH VLJQDDOWKHRULH HQ NODVVLHNH YHUPRJHQVVWUXFWXXUWKHRULHsQ :LM YLQGHQ HPSLULVFK
EHZLMV GDW RPGDW IUDQFKLVHJHYHUV HLVHQ GDW IUDQFKLVHQHPHUV PHHU HLJHQ YHUPRJHQ
LQOHJJHQ ELM GH LQLWLsOH LQYHVWHULQJ IUDQFKLVHJHYHUV PHW PHHU YUHHPG YHUPRJHQ
ILQDQFLHUHQHQPHHUYHUGLHQHQDDQGHILVFDOHDIWUHNEDDUEDDUKHLGYDQUHQWHODVWHQ'LWHIIHFW
LVVWHUNHULQGLHQELQQHQHHQIUDQFKLVHRUJDQLVDWLHPHHURQGHUGHOHQHHQIUDQFKLVHVWUXFWXXU
KHEEHQ 'DDUELM YLQGHQ ZH WHYHQV EHZLMV RYHUHHQNRPVWLJ RQ]H YRRUVSHOOLQJ GDW GH
VFKXOGUDWLRYDQHHQIUDQFKLVHQHPHUSRVLWLHILVJHUHODWHHUGDDQGHORRSWLMGYDQKHWYUHHPG
YHUPRJHQYDQGHIUDQFKLVHJHYHU'H]HEHYLQGLQJVXJJHUHHUWGDWGHIUDQFKLVHJHYHUGRRU
HHQKRJHUH VFKXOGUDWLR WHHLVHQ LQ VWDDW LV FDSDEHOH IUDQFKLVHQHPHUV WH VHOHFWHUHQHQGH
IUDQFKLVHJHYHU RRN GH ORRSWLMG YDQ KHW YUHHPG YHUPRJHQ YHUJURRW RP
IDLOOLVVHPHQWVULVLFR¶VWHYHUPLQGHUHQ
+HW SURHIVFKULIW RQGHU]RHNW RRNGH LQYORHG YDQEHKHHUVVWUXFWXXURSGHSULNNHOV
YRRUGHIUDQFKLVHJHYHUHQGHIUDQFKLVHQHPHUVRPWHLQYHVWHUHQLQVSHFLILHNHDFWLYD'ULH
IUDQFKLVHV\VWHPHQ ZRUGHQ JHDQDO\VHHUG IUDQFKLVHV GLH YROOHGLJ EHVWDDQ XLW
ILOLDDOKRXGHUV IUDQFKLVHV GLH YROOHGLJ EHVWDDQ XLW IUDQFKLVHQHPHUV HQ GXDOH IUDQFKLVHV
EHVWDDQGH XLW ]RZHO ILOLDDOKRXGHUV DOV IUDQFKLVHQHPHUV (U ZRUGW EHSDDOG RQGHU ZHONH
RPVWDQGLJKHGHQ DOOHHQ HHQ GXDOH EHKHHUVVWUXFWXXU OHLGW WRW HHQ HIILFLsQWH WRHZLM]LQJ YDQ
HLJHQGRPVUHFKWHQRYHUDFWLYD(HQQRRG]DNHOLMNHYRRUZDDUGHYRRUGHHIILFLsQWLHYDQHHQ
GXDOH IUDQFKLVH LV HHQSRVLWLHI V\VWHHPHIIHFW QLHW GHZDDUGHYDQKHWPHUNRI ORNDWLH RI
DQGHUHYHUVFKLOOHQWXVVHQGHZLQNHOV%HSDOHQGYRRUGHHIILFLsQWLHYDQHHQGXDOHIUDQFKLVH








































7DR -LDQJ ZDV ERUQ LQ 7LDQMLQ &KLQD RQ 0DUFK WK  +H
VWXGLHG IRUHLJQ WUDGH LQ 7LDQMLQ 8QLYHUVLW\ RI )LQDQFH DQG
(FRQRPLFV IURPWR  DQG UHFHLYHG KLV%DFKHORU¶V GHJUHH
LQ (FRQRPLFV +H WKHQ ZRUNHG IRU WKH 1HWKHUODQGV %XVLQHVV
6XSSRUW 2IILFH 1%62 IRU RQH \HDU LQ 7LDQMLQ 6LQFH  KH
MRLQHGLQWKHUHVHDUFK0DVWHU¶VSURJUDPPDMRULQJLQRUJDQL]DWLRQ




0DQDJHPHQW RI WKH 5RWWHUGDP 6FKRRO RI 0DQDJHPHQW (UDVPXV 8QLYHUVLW\ +LV PDLQ
UHVHDUFKLQWHUHVWVIRFXVRQJRYHUQDQFHVWUXFWXUHFKRLFHDQGFRUSRUDWHILQDQFHVSHFLILFDOO\
LQIUDQFKLVLQJILHOG+HSUHVHQWHGKLVSDSHUVLQLQWHUQDWLRQDOFRQIHUHQFHVOLNH,QWHUQDWLRQDO
&RQIHUHQFHV RQ(FRQRPLFV DQG0DQDJHPHQW RI1HWZRUNV DQG ,QWHUQDWLRQDO&RXQFLO IRU
6PDOO%XVLQHVV,&6%:RUOG&RQIHUHQFH
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3DDSH / &RUSRUDWH *RYHUQDQFH 7KH ,PSDFW RQ WKH 5ROH 3RVLWLRQ DQG 6FRSH RI
6HUYLFHVRIWKH,QWHUQDO$XGLW)XQFWLRQ3URPRWRUV3URIGU*-YDQGHU3LMO	3URIGU+









































































































































































































































































l)CAPITAL STRUCTURE DETERMINANTS AND GOVERNANCE STRUCTURE VARIETY
IN FRANCHISING
This thesis investigates two questions: the determinants of capital structure in franchi -
sing and its subsequent impact on the franchise financing decisions; and the efficient
gover nance structure choice in franchising. We posit that firms franchise in order to
benefit from the reduced franchisees’ operational risks by limiting the debt level, such that
the franchisor can bear more debt and gain tax-deduction benefits. Specific hypo theses
are based on various theories like resource-based view, agency theory, signaling theory
and classical capital structure theories. We empirically find that as the franchisor requires
franchisees to put more equity in the initial investment, the franchisor does bear a higher
debt level and gains from tax deductibility of interest expenses. This effect is stronger when
more units are franchised. Moreover, we also find evidence supporting our prediction that
the franchisee’s leverage is positively linked with franchisor’s maturity. This suggests that
as the franchisor imposes a higher level of franchisee’s leverage in order to screen capable
franchisees, the franchisor also increases their maturity to reduce bankruptcy risks. 
This thesis also explores the impact of governance structure on the incentives to invest
in specific assets for the franchisor as well as the distributors. Wholly-owned, wholly-fran -
chis ed, and mixed franchise systems are considered. Circumstances are identified when a
dual distribution governance structure uniquely allocates efficient ownership over assets.
A necessary condition for the efficiency of a dual distribution governance structure is a
positive systemic effect, not the value of the brand name or location (or other) differences
between outlets. We find that whether dual distribution benefits are realized in a
franchise or a cooperative franchise depends on whether most value is added upstream or
downstream.
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